DRAKENSTEIN MUNICIPALITY 
STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2010 


NET ASSETS AND LIABILITIES 


2009 

Restated 

R 


Net assets 

Housing Development Fund 
Reserves 

Accumulated Surplus / (Deficit) 

Non-current liabilities 

Long-term liabilities 
Retirement Benefit Obligation 
Non-Current Provisions 

Current liabilities 

Consumer deposits 
Creditors 

Unspent conditional grants and receipts 
Current portion of long-term liabilities 
Current portion of Retirement Benefit Obligation 
Current Provisions 




2 985 877 187 


34 712 927 
435 721 691 
2 515 442 569 


347 906 050 


225 604 729 
94 726 369 
27 574 952 


258 825 163 


18 192 133 
173 047 244 
34 569 571 
25 688 643 
5 534 156 
1 793 416 




2 972 154 965 


33 342 898 
460 588 146 
2 478 223 921 


277 941 340 


166 293 373 
85 910 714 
25 737 253 


218 205 135 


16 956 383 
120 769 563 
53 827 147 
20 420 575 
4 899 817 
1 331 649 




Total Net Assets and Liabilities 
ASSETS 

Non-current assets 

Property, plant and equipment 
Intangible Assets 
Investment property 

Non current assets classified as held for sale 

Investments 

Long-term receivables 

Current assets 

Assets classified as held for sale 

Inventory 

VAT 

Consumer debtors 
Other debtors 

Current portion of long-term receivables 
Cash and cash equivalents 



3 185 368 001 
4 931 623 
40 450 000 
1 447 895 
112 000 
4 691 252 


355 607 629 


0 

31 283 259 
15 545 271 
100 164 060 
17 601 080 
412 978 
190 600 981 



3 083 285 388 
4 197 275 
42 354 000 
1 447 895 
112 000 
3 488 117 


333 416 763 




0 

29 

370 

845 

10 

087 

604 

91 

086 

258 

20 

672 

989 


397 

677 

181 

801 

390 


Total Assets 


3 592 608 400 


3 468 301 438 





























DRAKENSTEIN MUNICIPALITY 
STATEMENT OF FINANCIAL PERFORMANCE 
FOR THE YEAR ENDED 30 JUNE 2010 


Budget 



Actual 

2009 

2010 


Note 

2010 

2009 

Revised 

Revised 





R 

R 

REVENUE 


R 

R 

126 822 322 

149 746 127 

Property rates 

22 

146 675 756 

121 095 532 

3 200 000 

1 636 845 

Property rates - penalties imposed and collection charges 


1 201 915 

1 913 791 

456 932 017 

558 059 657 

Service charges 

23 

566 026 434 

480 815 198 

13 876 818 

14 773 656 

Rental of facilities and equipment 

24 

15 982 109 

14 509 288 

9 300 000 

11 250 430 

Interest earned - external investments 

25 

11 622 718 

18 934 789 

0 

0 

Dividends - stock 

25 

15 120 

15 120 

9 360 700 

9 699 336 

Interest earned - outstanding debtors 

25 

7 120 608 

9 676 875 

3 705 105 

15 086 608 

Fines 


14 931 128 

9 517 841 

9 027 350 

9 857 704 

Licences and permits 


8 738 257 

8 433 878 

41 034 100 

186 783 207 

Government grants and subsidies 

26 

153 545 776 

123 758 051 

112 844 083 

19 305 673 

Other income 

27 

17 004 151 

30 883 929 

250 000 

3 000 000 

Gains on disposal of property , plant and equipment 


18 982 

5 233 870 

786 352 495 

979 199 243 

Total Revenue 


942 882 953 

824 788 161 



EXPENDITURE 




200 511 803 

237 895 991 

Employee related costs 

28 

234 111 977 

205 081 652 

13 791 070 

14 958 090 

Remuneration of councillors 

28 

14 859 005 

13 688 278 

21 042 176 

26 053 056 

Bad debts 

29 

20 974 458 

16 533 249 

3 070 647 

5 426 294 

Collection costs 


6 004 143 

3 836 779 

140 322 283 

152 066 318 

Depreciation and Amortisation 

30 

119 009 862 

120 941 628 

67 885 752 

87 228 225 

Repairs and maintenance 


83 251 335 

70 617 361 

17 921 140 

21 671813 

Interest paid 

32 

21 638 152 

18 006 279 

206 709 840 

264 753 459 

Bulk purchases 

33 

264 033 541 

206 198 301 

7 669 293 

10 484 536 

Contracted services 


9 062 845 

6 492 998 

535 095 

575 228 

Grants and subsidies paid 

34 

577 361 

506 888 

106 893 396 

190 231 886 

General expenses 

35 

176 445 255 

114 343 282 

0 

0 

Loss on disposal of property , plant and equipment 


268 245 

1 060 232 

786 352 495 

1 011 344 896 

Total Expenditure 


950 236 179 

777 306 928 







0 

-32 145 653 

Surplus / (Deficit) for the year 


-7 353 227 

47 481 234 









Refer to Appendix E(l) for explanation of variances 







DRAKENSTEIN MUNICIPALITY 

STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2010 





[ Accumulated Surplus | 

Total 


Housing 

Revaluation 

Government 

Capitalisation 

Capital 

Donations 

Self- 

Accumulated 

Total 




Reserve 

Grants 

Reserve 

Replacement 

and Public 

Insurance 

Surplus 

Accumulated 











Surplus 







Reserve 

Contributions 

Reserve 

operations 



R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

2008 











Balance at 01 July 2008 

32 943 858 

466 241 335 

180 547 365 

692 654 048 

30 673 843 

0 

1 322 682 

1 498 501 126 

2 403 699 064 

2 902 884 257 

Correction of prior year errors ( refer to Note 39 ) 








20 753 369 

20 753 369 

20 753 369 

Restated Balance at 01 July 2008 

32 943 858 

466 241 335 

180 547 365 

692 654 048 

30 673 843 

0 

1 322 682 

1 519 254 495 

2 424 452 433 

2 923 637 626 

Net surplus for the year 








47 481 234 

47 481 234 

47 481 234 

Transfer to CRR 

0 

0 

0 

0 

70 481 896 

0 

0 

-70 481 896 

0 

0 

Property, plant and equipment purchased 

0 

0 

0 

0 

-78 539 779 

0 

0 

78 539 779 

0 

0 

Intangible assets purchased 

0 

0 

23 342 

0 

-2 769 189 

0 

0 

2 745 847 

0 

0 

Capital grants used to purchase PPE 

0 

0 

71 901 548 

0 

0 

0 

0 

-71 901 548 

0 

0 

Contribution to / (from) Insurance Reserve 

0 

0 

0 

0 

0 

0 

-500 772 

0 

-500 772 

-500 772 

Asset Disposals/T ransfers/adjustments 

0 

-699 806 

-552 433 

-8 805 

0 

0 

0 

1 261 044 

699 806 

0 

Transfer to Housing Development Fund 

399 040 

0 

0 

0 

0 

0 

0 

1 137 837 

1 137 837 

1 536 878 

Offsetting of Depreciation 

0 

-4 953 383 

-8 506 208 

-29 059 216 

0 

0 

0 

42 518 807 

4 953 383 

0 

Balance at 30 June 2009 

33 342 898 

460 588 146 

243 413 613 

663 586 026 

19 846 771 

0 

821 910 

1 550 555 600 

2 478 223 921 

2 972 154 965 

Adjustments i.r.o. offsetting of depreciation 

0 

0 

-140 460 

-602 252 

0 

0 

0 

742 712 

0 

0 

Restated balance at 01 July 2009 

33 342 898 

460 588 146 

243 273 153 

662 983 775 

19 846 771 

0 

821 910 

1 551 298 311 

2 478 223 921 

2 972 154 965 

2009 











Net surplus for the year 








-7 353 227 

-7 353 227 

-7 353 227 

Transfer to CRR 

0 

0 

0 

0 

85 636 139 

0 

0 

-69 625 744 

16 010 395 

16 010 395 

Property, plant and equipment purchased 

0 

0 

0 

0 

-89 237 943 

0 

0 

89 237 943 

0 

0 

Intangible assets purchased 

0 

0 

0 

0 

-989 967 

0 

0 

989 967 

0 

0 

Capital grants used to purchase PPE 

0 

0 

39 261 221 

0 

0 

0 

0 

-39 261 221 

0 

0 

Contribution to / (from) Insurance Reserve 

0 

0 

0 

0 

0 

0 

1 243 835 

0 

1 243 835 

1 243 835 

Asset Disposals 

0 

-75 624 

0 

0 

0 

0 

0 

75 624 

75 624 

0 

Asset Transfers from PPE to Investment property 

0 

-22 997 030 

-165 414 

0 

0 

0 

0 

23 162 444 

22 997 030 

0 

Fair value adjustment on PPE 


2 549 017 

0 

0 

0 

0 

0 

0 

0 

2 549 017 

Transfer to Housing Development Fund 

1 370 029 

0 

0 

0 

0 

0 

0 

-97 828 

-97 828 

1 272 201 

Offsetting of Depreciation 

0 

-4 342 819 

-10 693 690 

-24 610 667 

0 

0 

0 

39 647 176 

4 342 819 

0 

Balance at 30 June 2010 

34 712 927 

435 721 691 

271 675 271 

638 373 107 

15 255 000 

0 

2 065 745 

1 588 073 445 

2 515 442 569 

2 985 877 187 










































































DRAKENSTEIN MUNICIPALITY 

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2010 


CASH FLOW FROM OPERATING ACTIVITIES 

Cash generated from operations 

Interest and dividends received 
Interest paid 

NET CASH FROM OPERATING ACTIVITIES 

CASH FLOWS FROM INVESTING ACTIVITIES 

Purchase of property, plant and equipment 

Purchase of Intangible assets 

Purchase of Investment property 

Proceeds on disposal of property, plant and equipment 

Decrease/(lncrease) in non-current receivables 

(Decrease)/! ncrease in call investment deposits 

NET CASH FROM INVESTING ACTIVITIES 

CASH FLOWS FROM FINANCING ACTIVITIES 

New loans raised 

Increase in consumer deposits 

NET CASH FROM FINANCING ACTIVITIES 

NET INCREASE IN CASH AND CASH EQUIVALENTS 


Note 2010 

R 

36 167 390 226 

11 622 718 
(21 638 152) 

157 374 791 


(214 869 640) 
(989 967) 

340 163 
(1 218 436) 
21 2 347 509 

(214 390 372) 


64 579 425 
1 235 749 

65 815 174 

8 799 592 


2009 

R 


209 555 047 

18 934 789 
(18 006 279) 



16 237 392 


CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE YEAR 
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 


21 


181 801 390 
190 600 981 


165 563 997 
181 801 390 






















DRAKENSTEIN MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


2010 

R 


2009 

R 


1 HOUSING DEVELOPMENT FUND 


Realised Housing Proceeds 


Balance at beginning of the year 

26 115 311 

24 750 129 

Plus : Interest & Redemption & Other on Housing Schemes 

3 160 914 

3 309 558 

Less : Net Loss / ( Surplus ) on letting schemes 

Less : Housing Subsidies Expenditure 

-97 828 

921 194 

1 137 837 

806 539 

Balance at the end of the year 

28 452 860 

26 115 311 

Unrealised Housing Proceeds 

Balance at beginning of the year 

7 227 587 

8 193 729 

Long term Housing Loans 

967 520 

966 142 

Balance at the end of the year 

6 260 067 

7 227 587 

TOTAL 

34 712 927 

33 342 898 

The Housing Development Fund is represented by the following assets and liabilities 

Property plant and equipment ( see note 11 ) 

Housing selling schemes loans ( see note 15 ) 

Housing selling schemes Debtors ( see note 19 ) 

Housing rental schemes Debtors ( see note 19 ) 

281 789 155 

6 260 067 

781 940 

4 970 969 

290 504 159 

7 227 586 

671 059 

2 069 065 

Sub-Total 

Creditors ( Unspend grants ) 

Re-valuation Reserve 

Bank Overdraft 

Total Housing Development Fund Assets and Liabilities 

293 802 131 

-3 254 424 

-37 437 806 

-218 396 973 

34 712 927 

300 471 869 

-4 853 793 

-38 824 392 

-223 450 786 

33 342 898 

RESERVES 



Re-valuation Reserve 

Total Reserves 

435 721 691 

435 721 691 

460 588 146 

460 588 146 

The Revaluation Reserve arises on the revaluation of Land and Buildings. Where revalued Land or Buildings are sold, the 
portion of the Revaluation Reserve that relates to that asset, and is effectively realised, is transferred directly to Accumulated 
Surplus. 



Distributions from the Revaluation Reserve can be made where they are in accordance with the requirements of the 

municipality’s accounting Policy and relevant case law. The payment of cash distributions out of the reserve is restricted by 
the terms of the municipality’s Accounting policy. These restrictions do not apply to any amounts transferred to Accumulated 

Surplus. The Council do not currently intend to make any distribution from the Revaluation Reserve. 

Refer to Statement of Changes in Net Assets for more detail and the movement on Reserves. 

ACCUMULATED SURPLUS 



Capital Replacement Reserve 

Capitalisation Reserve 

Self-insurance Reserve 

Government grant and subsidies 

Accumulated Surplus due to the results of Operations 

15 255 000 

638 373 107 

2 065 745 

271 675 271 

1 588 073 445 

19 846 771 

662 983 775 

821 910 

243 273 153 

1 551 298 311 

Total Accumulated surplus 

2 515 442 569 

2 478 223 921 


The Capital Replacement Reserve is a reserve to finance future capital expenditure and is fully invested in ring-fenced 
Financial Instrument Investments. 

The Capitalisation Reserve equals the carrying value of the items of property, plant and equipment from the former 
legislated funds. The Capitalisation Reserve ensures consumer equity and is not backed by cash. 

The Capital Replacement Reserve and the Self-Insurance Reserve is fully funded and invested in ring-fenced financial 
instruments. 

Refer to Statement of Changes in Net Assets for more detail and the movement on Accumulated Surplus. 



DRAKENSTEIN MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


2010 

R 


2009 

R 


4. NON CURRENT ASSETS CLASSIFIED AS HELD- FOR- SALE 

Other Assets held for sale 1 447 895 1 447 895 

Total Assets classified as Non Current Assets Held-for-Sale 1 447 895 1 447 895 

Non Current Assets Held-for-Sale 
30 June 2010 


The operations of the Health Services, namely Clinics, Community Services and Prime Health Care, were discontinued 
during the year and transferred to the Provincial Administration Western Cape on 31 March 2008 as per agreement. All 
moveable assets related to the services will be transferred to the Provincial Health Administration at carrying value with the 
result that no impairment losses were recognised on the reclassification of these opearations as held-for-sale. 

5. LONG-TERM LIABILITIES 


Annuity Loans 

250 991 447 

186 171 604 

Finance Leases 

301 926 

542 344 

Sub-total 

251 293 373 

186 713 948 

Less : Current portion transferred to current liabilities 

25 688 643 

20 420 575 

Annuity Loans 

25 470 659 

20 180 157 

Finance Leases 

217 984 

240 418 


Total Long-term liabilities (Refer to Appendix A for more detail) 

5.1 Summary of Arrangements 

Annuity Loans are repaid over periods varying from 5 to 10 (2009: 7 to 10) years and at interest rates varying from 10.54% to 
16.95% (2009: 10.54% to 16.95%) per annum. Annuity Loans are not secured. 

Capitalised Lease Liabilities relates to Equipment with lease terms of 3 (2009: 3) years. The effective interest rate on 
Finance Leases is between 13% and 27% (2009: 13 to 15%). Capitalised Lease Liabilities are secured over the items of 
vehicles and equipment leased. 

The management of the municipality is of the opinion that the carrying value of Long-term Liabilities recorded at amortised 
cost in the Annual Financial Statements approximate their fair values. 

The fair value of Long-term Liabilities was determined after considering the standard terms and conditions of agreements 
entered into between the municipality and the relevant financing institutions. 

Refer to Appendix "A" for more detail on Long-term Liabilities. 


5.2 Obligations under Finance Leases 


The Municipality as Lessee: 

Finance Leases relate to Property and Equipment with lease terms not more than 5 years. The municipality has options to 
purchase the Equipment for a nominal amount at the conclusion of the lease agreements. The municipality’s obligations 
under Finance Leases are secured by the lessors’ title to the leased assets. 


The obligations under Finance Leases are as follows: 


Amounts payable under finance leases: 


Minimum 
lease payments 

2010 2009 


R R 

Payable within one year 259 464 230 959 

Payable within two to five years 83 942 309 541 

Payable after five years 0 0 

Present value of lease obligations 343 406 540 500 

Less: Amounts due for settlement within 12 months 
Amount due for settlement after 12 months 


Finance leases have been entered into for certain items of plant and equipment. The period of the leases are 5 years. Interest 
rates are fixed at the inception of the agreements . No arrangements have been entered into for contingent rental payments. 
The leased term for these equipment is for the major part of the economic life of the asset even if Ownership is not transfered 


225 604 729 166 293 373 


Present value of 
minimum lease payments 
2010 2009 


R R 


217 984 

240 418 

83 942 

301 926 

0 

0 

301 926 

542 344 

-217 984 

-240 418 

83 942 

301 926 


6. RETIREMENT BENEFIT OBLIGATION 

Post Employment Health Care Benefits 
Ex-Gratia Pension Benefits 


2010 

R 

93 494 107 
6 766 418 


2009 

R 

87 353 349 
3 457 182 


100 260 525 90 810 531 


Less: Transfer to Current Obligations 


-5 534 156 


-4 899 817 




DRAKENSTEIN MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


2010 

R 


2009 

R 


Post Employment Health Care Benefits 
Ex-Gratia Pension Benefits 


Non-Current defined Benefit Plan Obligation 


-5 167 336 

-366 820 


-4 591 003 

-308 814 



94 726 369 

85 910 714 




DRAKENSTEIN MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


2010 

R 


2009 

R 


6.1 Post Employment Health Care Benefits 

The municipality provides certain post-retirement medical benefits by funding the medical aid contributions of qualifying 
retired members of the municipality. According to the rules of the Medical Aid Funds, with which the municipality is 
associated, a member (who is on the current conditions of Service) is entitled to remain a continued member of such medical 
aid fund on retirement, in which case the municipality is liable for a certain portion of the medical aid membership fee. The 
municipality operates an unfunded defined benefit plan for these qualifying employees. 

The most recent actuarial valuations of plan assets and the present value of the defined benefit obligation were carried out at 
30 June 2010 by Mr. W. Loots of Independent Actuarial Consultants (Pty) Ltd. The present value of the defined benefit 
obligation, and the related current service cost and past service cost, were measured using the Projected Unit Credit Method. 

The Post Employment Health Care Benefit Plan is a defined benefit plan, of which the members are made up as follows: 


In-service Members (Employees) 
Continuation Members (Retirees) 


551 519 

209 218 


Total Members 760 737 

The liability in respect of past service has been estimated as follows: 

In-service Members 44 869 000 37 776 376 

Continuation Members 59 680 000 60 773 470 

Total Liability 104 549 000 98 549 846 

The municipality makes monthly contributions for health care arrangements to the following Medical Aid Schemes: 

- Bonitas 

- Hosmed 

- Global Health 

- LA Health 

- Munimed 

- Pro Sano 

- Samwumed 

The Future-service Cost for the ensuing year is estimated to be R2 827,482( 2009: R2, 431, 831) whereas the Interest Cost for 
the year after is estimated to be R9, 330, 637 (2009: R8, 573, 837) 


The principal assumptions used for the purposes of the actuarial valuations were as follows 

i) Rates of Interest 

Discount Rate 

Health Care Cost Inflation Rate 
Net Effective Discount Rate 

ii) Mortality rates 

The PA 90 ultimate Mortality table was used by the actuaries. 

iii) Normal retirement age 

Expected Retirement Age is 60 or 65, depending on terms of employment contract. 


The amounts recognised in the Statement of Financial Position are as follows: 


Fair value of plan assets 

0 

0 

Unrecognised Actuarial Gains / (Losses) 

-10 875 433 

-11 196 499 

Present value of unfunded obligations 

104 369 540 

98 549 847 

Total Benefit Liability 

93 494 107 

87 353 348 

The amounts recognised in the Statement of Financial Performance are as follows: 

Current service cost 

2 431 831 

2 079 966 

Interest cost 

8 573 837 

9 025 668 

Actuarial losses / (gains) recognised 


0 

Total Post-retirement Benefit included in Employee Related Costs (Note 28) 

11 005 668 

11 105 634 

Movements in the present value of the Defined Benefit Obligation were as follows: 

Balance at the beginning of the year 

87 353 349 

80 643 290 

Service costs 

2 431 831 

2 079 966 

Interest cost 

8 573 837 

9 025 668 

Benefits paid 

-4 864 909 

-4 395 575 

Actuarial losses / (gains) recognised 

0 

0 

Present Value of Fund Obligation at the end of the Year 

93 494 108 

87 353 349 


8.94% 8.70% 

7.30% 7.50% 

1.53% 1.10% 



DRAKENSTEIN MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 

2010 

2009 


R 

R 

Movements in the present value of the Defined Benefit Assets were as follows: 

Balance at the beginning of the year 

0 

0 

Contributions from the employer 

4 864 909 

4 395 575 

Benefits paid 

-4 864 909 

-4 395 575 

Balance at the end of the year 

0 

0 



DRAKENSTEIN MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


The history of experienced adjustments is as follows: 

2010 2009 

R R 

Present Value of Defined Benefit Obligation 104 369 540 98 549 847 

Fair Value of Plan Assets 


Deficit 104 369 540 98 549 847 


2008 

R 

85 484 868 


85 484 868 


2010 

R 

2007 

R 

76 015 594 


76 015 594 


2009 

R 


2006 

R 

0 

0 


0 


Experienced adjustments on Plan Liabilities 

The effect of a 1% movement in the assumed rate of health care cost inflation is as follows: 

Effect on the aggregate of the current service cost and the interest cost 
Effect on the defined benefit obligation 

The municipality expects to make a contribution of R5, 167,336 (2009: R4, 864, 909) to the Defined Benefit Plan during the 
next financial year. 

Refer to Note 48 "Other Retirement Benefit Information" to the Annual Financial Statements for more information regarding 
the municipality's other retirement funds that is Provincially and Nationally administered. 

6.2 Ex-Gratia Pension Benefits 

The Municipality provides pension benefits to all employees that are not members of the Pension - or Provident Funds, that 
have completed at least 10 years of service at the Council and have reached the age of 60. 

The most recent actuarial valuations of plan assets and the present value of the defined benefit obligation were carried out at 
30 June 2010 by Mr. W . Loots of Independent Actuarial Consultants (Pty) Ltd. The present value of the defined benefit 
obligation, and the related current service cost and past service cost, were measured using the Projected Unit Credit Method. 

The Ex-Gratia Pension Benefit Plan is a defined benefit plan, of which the members are made up as follows: 

In-service Members (Employees) 

Continuation Members (Retirees) 

Total Members 

The liability in respect of past service has been estimated as follows: 

In-service Members 
Continuation Members 

Total Liability 

The contribution rate payable is as follows: 

For continuation members, the member contribution is 70 % and the Council contribution is 30%. For current employees the 
contribution rate is 60/40. 

The interest-cost for the next year is estimated to be R366,820 (2009: 308,814). Actuaries are of opinion that future 
service cost need not be determined for pension fund liability as all benefits vests immediately. 

The principal assumptions used for the purposes of the actuarial valuations were as follows: 

i) Rates of Interest 

Discount Rate 

Pension increase rate - pensioners 
Net Effective Discount Rate 

ii) Mortality rates 

The PA 90 ultimate Mortality table was used by the actuaries. 

iii) Normal retirement age 

Expected Retirement Age is 60 or 65, depending on terms of employment contract. 

The amounts recognised in the Statement of Financial Position are as follows: 

Fair value of plan assets 
Unrecognised Actuarial Gains / (Losses) 

Present value of unfunded obligations 

Total Benefit Liability 


0 


0 


Decrease Decrease 


3 511 000 3 032 000 

120 149 000 113 369 000 


349 0 

49 49 


398 


49 


0 

6 827 072 


0 

2 960 796 


6 827 072 2 960 796 


8.94% 

6.30% 

2.48% 


0 

-60 654 
6 827 072 


8.70% 

6.50% 

2.10% 


0 

496 386 
2 960 796 


6 766 418 3 457 182 


The amounts recognised in the Statement of Financial Performance are as follows: 



DRAKENSTEIN MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 

2010 

2009 


R 

R 

Current service cost 

0 

0 

Interest cost 

557 488 

346 213 

Actuarial losses / (gains) recognised 

1 018 269 

0 

Total Post-retirement Benefit included in Employee Related Costs (Note 28) 

1 575 757 

346 213 



DRAKENSTEIN MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


7. 


Movements in the present value of the Defined Benefit Obligation were as follows: 

Balance at the beginning of the year 
Service costs 
Interest cost 
Benefits paid 

Actuarial losses / (gains) recognised 

Present Value of Fund Obligation at the end of the Year 

Movements in the present value of the Defined Benefit Assets were as follows: 

Balance at the beginning of the year 
Contributions from the employer 
Benefits paid 

Balance at the end of the year 

The history of experienced adjustments is as follows: 

2010 2009 2008 

R R R 

Present Value of Defined Benefit Obligation 6 766 418 3 457 182 3 464 521 

Fair Value of Plan Assets 


Deficit 6 766 418 3 457 182 3 464 521 


Experienced adjustments on Plan Liabilities 

The effect of a 1% movement in the assumed rate of pension increase inflation is as follows: 

Effect on the interest cost 

Effect on the defined benefit obligation 

The municipality expects to make a contribution of R368.820 (2008: R 308,814) to the Defined Benefit Plan during the next 
financial year. 

The transitional Defined Benefit Liabilities for Post-retirement Ex Gratia Pension Benefits have been recognised in the Annual 
Financial Statements of the municipality as at 30 June 2006 in terms of IAS 19, Employee Benefits, paragraphl55(a). The 
municipality has elected to recognise the full increase in this Defined Benefit Liability immediately, thus the full transitional 
liability have been recognised as at 30 June 2006. 

Refer to Note 48 "Other Retirement Benefit Information" to the Annual Financial Statements for more information regarding 
the municipality's other retirement funds that is Provincially and Nationally administered. 

NON-CURRENT PROVISIONS 

7.2. Provision for rehabilitation are reconciled as follows : 

The movement in Non-current Provisions are reconciled as follows: 

Landfill site 

Balance at beginning of year 
Contributions in current year 

Balance of landfill site 

In terms of Grap 19 , council will incur rehabilitaion cost of R17,627,500 to restore the site at the end of its useful life , 
estimated to be 2012 . Provision has been made for the net present value of this cost using the average cost of borrowing 
interest rate. 

7.2. Provision for Long Service Awards 


Less: Transfer to Current Provisions 

Total Non-current Provisions 

The movement in Non-current Provisions are reconciled as follows: 
Long Service Awards 

Balance at beginning of year 
Contributions in current year 
Over provision for contributions 
Increase in provision (employee costs) 

Expenditure incurred (benefits paid) 

Actuarial Losses / (gains ) recognised 


2010 

2009 

R 

R 

3 457 182 

3 464 521 

3 369 650 

0 

557 488 

346 213 

-1 636 171 

-353 552 

1 018 269 

0 

6 766 418 

3 457 182 


0 

0 

1 636 171 

353 552 

-1 636 171 

-353 552 

0 

0 


2007 

2006 


R 

R 


3 523 360 


0 

- 


0 

3 523 360 


0 

0 


Increase 

Increase 

288 000 

278 000 

3 218 000 

3 190 000 


17 627 500 

16 025 000 

16 025 000 

1 602 500 

14 568 182 

1 456 818 

17 627 500 

16 025 000 


11 740 868 

11 043 902 

11 740 868 

11 043 902 

-1 793 416 

-1 331 649 

9 947 452 

9 712 253 


9 712 253 

8 385 660 

1 686 954 

1 156 714 

-356 039 

50 719 

2 383 920 

1 849 748 

■1 686 954 

-1 156 714 

734 

757 775 



DRAKENSTEIN MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


2010 

R 


2009 

R 



11 740 868 

11 043 902 

Less: Transfer to Current Provisions 

Balance of Non-current Provisions at end of 

-1 793 416 

-1 331 649 

year 

9 947 452 

9 712 253 
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2010 

R 


2009 

R 


Long Service Awards 

The municipality operates a funded defined benefit plan for all its employees. Under the plan, a Long-service Award is 
payable after 10 years of continuous service and every 5 years thereafter to employees. The provision is an estimate of the 
long-service based on historical staff turnover. No other long-service benefits are provided to employees. 

The most recent actuarial valuation of the present value of the defined benefit provision was carried out at 30 June 2010 by 
Mr. W. Loots of Independent Actuarial Consultants (Pty) Ltd. The present value of the defined benefit obligation, and the 
related current service cost and past service cost, were measured using the Projected Unit Credit Method. 

At year end, 1 663 employees were eligible for Long-services Awards. 

The Future-service Cost for the ensuing year is estimated to be R930 076, whereas the Interest Cost for the year after is 
estimated to be Rl, 049, 634. 


The principal assumptions used for the purposes of the actuarial valuations were as follows: 


Discount Rate 

8.94% 

8.70% 

Expected Rate of Salary Increase 

6.30% 

6.50% 

Net Effective Discount Rate 

2.48% 

2.10% 


The amounts recognised in the Statement of Financial Position are as follows: 

Fair value of plan assets 

0 

0 

Present value of unfunded obligations 

11 740 868 

11 043 902 

Total Benefit Provision 

11 740 868 

11 043 902 

The amounts recognised in the Statement of Financial Performance are as follows: 

Current service cost 

960 386 

1 005 185 

Interest cost 

960 820 

844 563 

Past service cost 

461 980 


Actuarial Losses / (gains ) recognised 

734 


Total expense included in Employee Related Costs (Note 28) 

2 383 920 

1 849 748 

Movements in the present value of the Defined Benefit Obligation were as follows: 

Balance at the beginning of the year 

11 043 902 

9 593 093 

Current service costs 

960 386 

1 005 185 

Interest cost 

960 820 

844 563 

Past-service costs provision raised 

461 980 

0 

Benefits paid 

-1 686 954 

-1 156 714 

Actuarial Losses / (gains ) recognised 

734 

757 775 

Balance at the end of the year 

11 740 868 

11 043 902 

Movements in the present value of the Defined Benefit Assets were as follows: 

Balance at the beginning of the year 

0 

0 

Contributions from the employer 

1 686 954 

1 156 714 

Benefits paid 

-1 686 954 

-1 156 714 

Balance at the end of the year 

The municipality expects to make a contribution of Rl, 793, 416 to the defined benefit plan during the next financial year. 

0 

0 

CONSUMER DEPOSITS 

Electricity and Water 

18 192 133 

16 956 383 


Guarantees held in lieu of Electricity and Water Deposits were R 8 ,451,104 ( 2009 : R 8,380,944 ) 

Guarantees held in lieu of Elecricity and Water Deposits 

Consumer Deposits are paid by consumers on application for new water and electricity connections. The deposits are repaid 
when the water and electricity connections are terminated. In cases where consumers default on their accounts, the 
municipality can utilise the deposit as payment for the outstanding account. 

No interest is paid on Consumer Deposits held. 

The management of the municipality is of the opinion that the carrying value of Consumer Deposits approximate their fair 
values. 

The fair value of Consumer Deposits was determined after considering the standard terms and conditions of agreements 
entered into between the municipality and its consumers. 
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9. CREDITORS 

Trade creditors 104 162 561 74 503 246 

Staff Leave provision 16 529 559 13 619 185 

Performance bonus provision 546 726 492 495 

Payments received in advance 8 685 933 4 693 099 

Other creditors 43 122 464 27 461 538 

Total Creditors 173 047 244 120 769 563 


The average credit period on purchases is 30 days from the receipt of the statement, as determined by the MFMA. No 
interest is charged for the first 30 days from the date of receipt of the invoice. Thereafter interest is charged in accordance 
with the credit policies of the various individual creditors that the municipality deals with. The municipality has financial risk 
policies in place to ensure that all payables are paid within the credit timeframe. 

The management of the municipality is of the opinion that the carrying value of Creditors approximate their fair values. 

The fair value of Creditors was determined after considering the standard terms and conditions of agreements entered into 
between the municipality and other parties. 

The total liability in respect of leave amounts to R14.802 milllion as at 30 June 2010. The full amount is provided for. 

10. UNSPENT CONDITIONAL GRANTS AND RECEIPTS 


Conditional Grants from other spheres of Government 

32 429 450 

47 705 172 

Equitable Share 

14 394 943 


22 467 156 

MIG/SMIF Grants 

563 232 


755 

National Government : Budget Reform Programme ( FMG - Grant ) 

1 028 739 


1 476 383 

Provincial Government : Housing 

3 254 424 


4 853 793 

Provincial Goverment : Other projects 

1 807 883 


1 583 670 

Other Institutions 

11 380 229 


17 323 415 

Other Conditional Receipts 

2 140 121 

6 121 975 

Developers Contributions - Water , Sewerage & Electricity 

425 585 


2 302 225 

Developers Contributions - Electricity 

558 840 


1 622 537 

Developers - Gaurentees 

1 155 695 


2 197 213 

Total Conditional Grants and Receipts 

34 569 571 

53 827 147 


These amounts are separately invested in terms of section 12 of the MFMA. Refer note 26 for more detail of grants from 
National and Provincial Government 


Refer to Appendix "F" for more detail on Conditional Grants. 

11. PROPERTY, PLANT AND EQUIPMENT 



Cost 

Accumulated 

Depreciation 

Carrying 

Value 

30 June 2010 

R 

R 

R 

Land and Buildings 

406 762 215 

10 436 968 

396 325 247 

Infrastructure 

4 261 042 005 

1 997 274 445 

2 263 767 560 

Community 

122 562 696 

14 488 738 

108 073 958 

Heritage 

1 106 052 

0 

1 106 052 

Other 

262 400 544 

128 267 238 

134 133 306 

Leased Assets 

832 827 

660 103 

172 724 

Housing Rental Schemes 

306 495 383 

24 706 228 

281 789 155 

Total Property, Plant and Equipment 

5 361 201 721 

2 175 833 720 

3 185 368 001 


Cost 

Accumulated 

Depreciation 

Carrying 

Value 

Restated 

30 June 2009 

R 

R 

R 

Land and Buildings 

423 783 842 

7 104 715 

416 679 126 

Infrastructure 

4 107 520 125 

1 894 686 335 

2 212 833 790 

Community 

60 084 429 

10 070 057 

50 014 372 

Heritage 

1 106 052 

0 

1 106 052 

Other 

241 082 077 

129 428 844 

111 653 233 

Leased Assets 

832 827 

338 173 

494 654 

Housing Rental Schemes 

306 682 258 

16 178 099 

290 504 159 

Total Property, Plant and Equipment 

5 141 091 608 

2 057 806 223 

3 083 285 385 


A reconciliation of the carrying amount at the beginning and end of the period is set out in detail in Appendices B, C and E 

(2). 

Total Property, Plant and Equipment held by the municipality at 30 June 2010 comprised the amounts analysed above and 
Assets classified as Held-for-Sale of R Nill (2009: R Nill). 
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2010 

R 


2009 

R 


11.1 Land and Buildings carried at Fair Value: 

Land and Buildings were revalued to fair value at during the prior financial period. The effective date of revaluation was 30 
June 2007 and the valuation was performed by registered and independent valuators. 

Refer to Appendices "B, C and E (2)" for more detail on Property, Plant and Equipment, including those in the course of 
construction. 
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2010 

R 


2009 

R 


11.2 Assets pledged as security: 

No assets have been pledged as security. 

11.3 Impairment of Property, Plant and Equipment: 

The municipality tested its items of Property, Plant and Equipment for any potential impairment losses on assets. 

Furthermore, review of the useful lives of items of Property, Plant and Equipment has been performed. 

No impairment losses were recognised on other assets as a result of impairment testing. 

11.4 Change in Estimate - Useful Life of Property, Plant and Equipment reviewed: 

A change in the estimated useful life of various assets of the municipality has resulted in the following (increases)/decreases 
in depreciation: 


Infrastructure Assets 
Other Assets: Motor Vehicles 
Other Assets: Buildings 

Other Assets: Equipment, Furniture and fittings 

Total Change in Estimate for Useful Life of Property, Plant and Equipment 

The change in estimates will result in an increase of R6, 132, 531 in the depreciation expense for the municipality over the 
next three financial years. 


1 178 114 
22 549 013 
521 126 
3 967 295 


9 297 797 

2 971 150 
219 020 

3 316 719 


28 215 548 15 804 686 


11.5 Revaluation Surplus: 

The Revaluation Reserve arises on the revaluation of Land and Buildings. Where revalued Land or Buildings are sold, the 
portion of the Revaluation Reserve that relates to that asset, and is effectively realised, is transferred directly to Accumulated 
Surplus. 

The Revaluation Surplus is reconciled as follows: 


Balance at beginning of year 


460 588 146 

466 241 335 

Fairvalue l.r.o. Investment Property 


2 549 017 

0 

Asset Transfers from PPE to Investment property 


-22 997 030 

0 

Depreciation offset to Accumulated surplus 


-4 342 819 

-4 953 383 

Asset Disposals/T ransfers/adjustments 


-75 624 

-699 806 

Balance at end of year 


435 721 691 

460 588 146 

INTANGIBLE ASSETS 





Cost 

Accumulated 

Carrying 



Amortisation 

Value 


R 

R 

R 

As at 30 June 2010 

7 384 473 

-2 452 850 

4 931 623 

Website development costs 

769 954 

-296 262 

473 692 

Licences 

2 260 005 

-703 997 

1 556 008 

Computer Software and systems 

4 354 514 

-1 452 591 

2 901 923 

As at 30 June 2009 

6 394 507 

-2 197 232 

4 197 275 

Website development costs 

769 954 

-150 511 

619 443 

Licences 

2 223 258 

-1 326 651 

896 607 

Computer Software and systems 

3 401 295 

-720 070 

2 681 225 

The movement in intangible assets are reconciled as follows: 






2010 

2009 

Carrying value at the beginning of the year 


4 197 275 

2 125 387 

Cost 


6 394 507 

3 601 977 

Accumulated amortisation 


-2 197 232 

-1 476 590 

Additions resulting from acquisitions 


989 966 

2 792 530 

Amortisation 


-255 618 

-720 642 

Carrying value at the end of the year 


4 931 623 

4 197 275 

Cost 


7 384 473 

6 394 507 

Accumulated amortisation 


-2 452 850 

-2 197 232 


The amortisation expense has been included in the line item "Depreciation and Amortisation" in the Statement of Financial 
Performance (see Note 30). 







DRAKENSTEIN MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 2010 2009 

R R 


The amortisation method and useful life of Intangible assets is set out in the accounting policy note of Intangible assets. 

All of the municipality’s Intangible Assets are held under freehold interests and no Intangible Assets had been pledged as 
security for any liabilities of the municipality. 

No restrictions apply to any of the Intangible Assets of the municipality. 
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2010 

R 


2009 

R 


13. INVESTMENT PROPERTY 

Vacant Land 0 0 

Land and Buildings 40 450 000 42 354 000 



40 450 000 

42 354 000 

The fair model is applied to Investment property. 

Criteria used to distinguish investment property from owner-occupied property and from property held for sale in the ordinary 
course of business is set out in the accounting policy note of Investment property. 

The movement in investment properties are reconciled as follows: 



Carrying value at the beginning of the year 

42 354 000 

9 052 950 

Fair value 

42 354 000 1 | 

9 052 950 1 

Plus : Additions resulting from transfers from Property Plant & Equipment 

Additions resulting purchase of new building 

Additions resulting revaluation of property to fair value 

22 830 982 

0 

3 765 018 

0 

26 338 227 

6 962 823 

Minus: Tranfers resulting from Investment property to PPE 

-28 500 000 

0 

Carrying value at the end of the year 

40 450 000 

42 354 000 

Fair value 

40 450 000 1 | 

42 354 000 1 

There are no restrictions on the realisability of 
investment property or the remittance of revenue 



INVESTMENTS 



14.1. Held to maturity 



Listed 

Eskom stock at amortised cost 

112 000 

112 000 

Total listed investments 

112 000 

112 000 

Unlisted 

Bank Deposits 

Other Short-term Deposits 

Total unlisted investments 

163 301 780 

163 301 780 

160 954 271 

160 954 271 

The fair value of the listed held to maturity investments is estimated at R 150,869.33 (2009: R 147 521). Fair value is 
determined based on discounted cash flow analysis, at a discounted rate of 9.240%. (2009 : 13.50%) 



Total held to maturity 

Less: current portion maturing within next twelve months - refer note 21 

Total held to maturity (non-current) 

163 413 780 

-163 301 780 

112 000 

161 066 271 

-160 954 271 

112 000 


Listed Shares are investments with a maturity period of more than 12 months and earn fixed interest rates of 13.5% per 
annum. 

The fair value of Investments was determined after considering the standard terms and conditions of agreements entered into 
between the municipality and financial institutions. 


15. LONG-TERM RECEIVABLES 



Gross 

Impairment 

Net 


Balances 

Provision 

Balances 

As at 30 June 2010 

R 

R 

R 

Loans to emplyees 

0 

0 

0 

Sporting bodies 

87 869 

8 554 

79 315 

Public organisations 

263 849 

16 975 

246 874 

Housing selling scheme loans 

6 260 067 

1 482 026 

4 778 041 


6 611 785 

1 507 555 

5 104 230 

Less: Current Portion transferred to Current Receivables:- 



412 978 

Loans to emplyees 



0 

Sporting bodies 



135 943 

Public organisations 



72 644 

Housing selling scheme loans 



204 392 

Total Long-term Receivables 



4 691 252 

As at 30 June 2009 

R 

R 

R 


Loans to emplyees 


18 733 


0 


18 733 
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2010 

2009 

Sporting bodies 

111 154 

R 

35 888 

R 

75 267 

Public organisations 

297 658 

280 937 

16 721 

Housing selling scheme loans 

7 227 586 

3 452 513 

3 775 073 


7 655 131 

3 769 337 

3 885 794 
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2010 

R 


2009 

R 


Less: Current Portion transferred to Current Receivables:- 
Loans to emplyees 
Sporting bodies 
Public organisations 
Housing selling scheme loans 

Total Long-term Receivables 3 488 117 

Loans to employees 

Staff are entitled to various loans, e.g. car loans which attract interest at 8% to 17% per annum and which are repayable over 
a maximum period of 6 years. These loans were granted before the implementation of the MFMA and the last of the loans are 
repayable by 2010. 

Sporting bodies 

To encourage sporting bodies to contribute to the capital expenditure of sporting facilities, loans were made to provide the 
necessary financial assistance. These loans attract interest at prime rate less 2.5% per annum and are repayable over a 
maximum period of 20 years. 

Public Organisations 

Loans to public organisations are granted in terms of the national housing policy. The applicable interest rate and loan 
repayment periods are determined by the National Minister of Housing. At present these loans attract interest at 
l%(buildings) and ll%(infrastructure) and are repayable over 30 years. 

Housing selling scheme loans 


397 677 
18 733 
121 838 
64 949 
192 157 


Housing loans are granted to qualifying individuals in terms of the national housing policy. These loans attract interest, as 
determined by the National Minister of Housing, currently 13,5% per annum and are repayable over 20 years. 

15.1 Reconciliation of the Provision for Impairment 

Balance at beginning of year 
Impairment Losses recognised 
Impairment Losses reversed 

Balance at end of year 

In determining the recoverability of a Long-term Receivable, the municipality considers any change in the credit quality of the 
receivable from the date credit was initially granted up to the reporting date. The concentration of credit risk is limited due to 
the customer base being large and unrelated. Accordingly, the management believe that there is no further credit provision 
required in excess of the Provision for Impairment. 

16. ASSETS CLASSIFIED AS HELD- FOR- SALE 

Other Assets held for sale 

Total Assets classified as Held-for-Sale 

No Assets held for sale as at 30 June 2009 

17 INVENTORY 

Consumable stores 
Maintenance materials 
Water 

Spare parts for plant & Equipment 
Plants held for resale 

Total Inventory 


3 769 337 

3 516 660 

0 

0 

-2 261 782 

252 677 

1 507 555 

3 769 337 


0 


0 


0 


0 


4 435 588 
25 391 171 
713 881 
135 682 
606 937 
31 283 259 


4 297 087 
23 654 942 
399 415 
164 081 
855 320 
29 370 845 


The cost of Inventories recognised as an expense (see note 35) includes R79.604.79 in respect of write-downs of Inventory to 
Net Realisable Value. 

No inventories were pledged as security for liabilities. 

18. VAT 

22 966 656 26 648 689 

38 511 927 36 736 294 

15 545 271 -10 087 604 


VAT Payable 

VAT Receivable 

Net VAT Payable / (Receivable) 


Nett VAT receivable. Only once payment is received from debtors is VAT paid over to SARS. 

No interest is payable to SARS if the VAT is paid over timeously, but interest for late payments is charged according to the 
Vat Act. The municipality has financial risk policies in place to ensure that payments are affected before the due date. 
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2010 

R 


2009 

R 


19 


CONSUMER DEBTORS 


Gross Provision for Net 


As at 30 June 2010 

Balances 

Impairment 

Balance 

Service debtors 

227 874 512 

-133 463 361 

94 411 151 

Rates 

31 528 843 


-19 053 954 


12 474 889 

Trade: Electricity 

59 135 183 


-10 925 756 


48 209 427 

Water 

60 056 283 


-45 544 228 


14 512 055 

Waste Management (solid waste) 

49 300 720 


-37 298 873 


12 001 847 

Waste Water Management (sewerage and sanitation) 

27 853 483 


-20 640 551 


7 212 931 


Housing Rental Schemes 

26 400 963 

-21 429 995 

4 970 969 

Housing Selling Schemes 

4 878 539 

-4 096 598 

781 940 

Total 

259 154 014 

-158 989 953 

100 164 060 



Gross 

Provision for 

Net 

As at 30 June 2009 

Balances 

Impairment 

Balance 

Service debtors 

204 690 518 

-116 344 384 

88 346 134 


Rates 

28 607 152 


-16 982 695 


11 624 457 

Trade: Electricity 

57 063 197 


-8 147 653 


48 915 543 

Water 

50 915 151 


-36 940 570 


13 974 581 

Waste Management (solid waste) 

42 666 938 


-34 448 090 


8 218 848 

Waste Water Management (sewerage and sanitation) 

25 438 080 


-19 825 375 


5 612 705 


Housing Rental Schemes 

21 480 549 

-19 411 484 

2 069 065 

Housing Selling Schemes 

4 514 580 

-3 843 521 

671 059 

Total 

230 685 646 

-139 599 388 

91 086 258 


The average credit period for Consumer Debtors is 30 days. No interest is charged on trade receivables for the first 30 days 
from the date of the invoice. Thereafter penalties of 10% and interest is charged at the prime rate per annum on the 
outstanding balance. The municipality strictly enforces its approved credit control policy to ensure the recovery of Consumer 
Debtors. 

The average age of these receivables is 125 days (2009: 132 days). 

The management of the municipality is of the opinion that the carrying value of Consumer Debtors approximate their fair 
values. 

The fair value of Consumer Debtors was determined after considering the standard terms and conditions of agreements 
entered into between the municipality and Consumer Debtors as well as the current payment ratio's of the municipality's 
Consumer Debtors. 


Analysis of Consumer Debtors Age in Days 


As at 30 June 2010 

Total 

Current 

31-60 

61-90 

91 - 120+ 


R 

R 

R 

R 

R 

Rates 

31 528 843 

8 824 954 

2 159 290 

1 303 285 

19 241 313 

Electricity 

59 135 183 

49 064 830 

1 336 860 

774 531 

7 958 962 

Water 

60 056 283 

12 516 376 

1 722 262 

1 669 236 

44 148 410 

Waste Management (solid waste) 

49 300 720 

4 032 231 

1 888 295 

1 635 483 

41 744 711 

Waste Water Management (sewerage and sanitati 

27 853 483 

2 820 871 

992 290 

822 343 

23 217 978 

Housing Rental Schemes 

26 400 963 

1 024 535 

915 974 

858 215 

23 602 239 

Housing Selling Schemes 

4 878 539 

114 694 

101 003 

87 268 

4 575 575 

Total 

259 154 014 

78 398 491 

9 115 973 

7 150 362 

164 489 188 

Analysis of Consumer Debtors Age in Days 





As at 30 June 2009 

Total 

Current 

31-60 

61-90 

91 - 120+ 


R 

R 

R 

R 

R 

Rates 

28 607 152 

8 502 021 

2 336 401 

1 057 479 

16 711 251 

Electricity 

57 063 197 

48 218 610 

1 371 493 

837 247 

6 635 847 

Water 

50 915 151 

10 546 869 

2 132 916 

1 992 209 

36 243 157 

Waste Management (solid waste) 

42 666 938 

3 608 120 

1 829 307 

1 693 307 

35 536 204 

Waste Water Management (sewerage and sanitation) 

25 438 080 

2 664 239 

1 059 817 

945 890 

20 768 134 

Housing Rental Schemes 

21 480 549 

947 414 

887 084 

807 422 

18 838 629 

Housing Selling Schemes 

4 514 580 

115 742 

98 529 

93 711 

4 206 598 

Total 

230 685 646 

74 603 014 

9 715 546 

7 427 266 

138 939 820 





2010 

2009 





R 

R 

Reconciliation of Impairment provision 

Balance at beginning of the year 




139 599 388 

128 371 656 

Contributions to provisions 




19 390 565 

11 227 732 

Transfers to/(from) provisions 




0 

0 

Balance at 30 June 




158 989 953 

139 599 388 
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In determining the recoverability of a Consumer Debtor, the municipality considers any change in the credit quality of the 
Consumer Debtor from the date credit was initially granted up to the reporting date. The concentration of credit risk is limited 
due to the customer base being large and unrelated. Accordingly, the management believe that there is no further credit 
provision required in excess of the Allowance for Doubtful Debts. 

Included in the Allowance for Doubtful Debts are individually impaired Consumer Debtors with a balance of Rl, 490, 668 
(2008: R115 607) which have been placed under liquidation. The impairment recognised represents the difference between 
the carrying amount of these Consumer Debtors and the present value of the expected liquidation proceeds. The 
municipality holds no collateral over these balances . 
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2010 

2009 


R 

R 

20 OTHER DEBTORS 



Sundries 

8 758 158 

6 605 093 

Sporting bodies 

122 532 

122 575 

Grants & Subsidies 

10 617 467 

8 980 112 

Recoverable Loans 

108 709 

235 920 

Payments in advance 

5 178 996 

8 402 553 

Fruitless and wasteful expenditure 

129 319 

129 319 

Less : Provision for Impairment 

-7 314 101 

-3 802 582 

Total Other Debtors 

17 601 080 

20 672 989 


The average credit period for Government Grants and Subsidies is dependent on the Government Department involved and 
the nature of the claim. No interest is charged on outstanding Government Grants and Subsidies. The subsidies is payable 
to the municipality due to allocations made in the DORA or based on agreements between the municipality and the relevant 
departments. 

The claims instituted against the municipality's insurance company are supported by valid insurance claims which are 
claimable in terms of the insurance contract entered into by the municipality. The average waiting period depends on the 
nature of the claim. No interest is charged on outstanding insurance claims. 

The average credit period for Other Debtors is 30 days. No interest is charged for the first 30 days from the date of the 
invoice. Thereafter interest is charged at the prime rate per annum on the outstanding balance. The municipality strictly 
enforces its approved credit control policy to ensure the recovery of Other Debtors. 


The management of the municipality is of the opinion that the carrying value of Other Debtors approximate their fair values. 

The fair value of Other Debtors was determined after considering the standard terms and conditions of agreements entered 
into between the municipality and National / Provincial Departments as well as Other Debtors. The current payment ratio's of 
Other Debtors were also taken into account for fair value determination. 

3 802 582 -845 469 

3 511 519 4 648 051 

7 314 101 3 802 582 


The impairment provision was calculated after individually assessing other debtors and by calculating the historical payment 
ratios and assuming that future payment ratios would be similar to the historical payment ratios. 

The provision for doubtful debts on other debtors exist predominantly due to the possibility that these debts will not be 
recovered were assessed individually for impairment. 

In determining the recoverability of a Debtor, the municipality considers any change in the credit quality of the Debtor from the 
date credit was initially granted up to the reporting date. The concentration of credit risk is limited due to the customer base 
being large and unrelated. Accordingly, the management believe that there is no further credit provision required in excess of 
the Allowance for Doubtful Debts. 


Reconciliation of Impairment provision 

Balance at beginning of the year 
Transfers to/(from) provisions 

Balance at 30 June 


21 CASH AND CASH EQUIVALENTS (BANK AND CASH) 


The Municipality has the following bank accounts: - 


Primary Account 

14-9812-1861 

34 999 009 

35 140 356 

Secondary Account 

14-9812-1853 

0 

0 

Traffic Fines Bank account 

620-715-265-14 

130 256 

474 044 


35 129 265 35 614 400 


All accounts are with Nedbank except the traffic fines account which is with First National Bank. All account balances are 
cleared on a daily basis to the main account. The municipality have an overdraft facility of R5million with Nedbank but did not 
utilised it for this financial year. 


Bank statement balance at beginning of year 
Bank statement balance at end of year 
Cash book balance at beginning of year 

Petty Cash / Float 


35 614 400 

45 611 473 

35 129 265 

35 614 400 

20 835 219 

6 517 811 

11 900 

11 900 


Cash at bank 35 129 265 35 614 400 

Cashbook overdrawn -7 841 965 -14 779 181 


Cash book balance at end of year 

27 287 301 

20 835 219 

Short term Investment deposits. 

163 301 780 

160 954 271 

TOTAL CASH AND CASH EQUIVALENTS 

190 600 981 

181 801 390 


For the purposes of the Cash Flow Statement, Bank, Cash and Cash Equivalents include Cash-on-Hand, Cash in Banks and 
Investments less than 12 months. 


The management of the municipality is of the opinion that the carrying value of Bank Balances, Cash and Cash Equivalents 
recorded at amortised cost in the Annual Financial Statements approximate their fair values. 

The fair value of Bank Balances, Cash and Cash Equivalents was determined after considering the standard terms and 
conditions of agreements entered into between the municipality and financial institutions. 
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22 PROPERTY RA TES 

2010 

R 

2009 

R 

Actual 

Residential 

100 688 650 

76 709 822 

Agricultural 

29 526 945 

5 915 279 

Commercial 

39 844 050 

35 072 663 

State 

14 291 400 

7 399 492 

Less : Income forgone 

-37 675 289 

-4 001 724 

Total Property Rates 

146 675 756 

121 095 533 

Valuations as at July2006 

Residential 

20 794 048 291 

9 395 752 765 

Agricultural 

6 263 696 301 

3 053 024 198 

Commercial 

4 697 991 699 

2 674 574 816 

State 

1 196 587 007 

738 012 350 

Total Property Valuations 

32 952 323 298 

15 861 364 129 


General Valuations on land and buildings are performed every four years. The last general valuation came into effect on 1 
July 2009. Interim valuations are processed on an annual basis to take into account changes in individual property values 
due to alterations and subdivisions. 


A general valuation, was applied with effect 1 July 2009. 

A rate on different categories is applied to property valuations to determine assessment rates. Rebates of 30% and 40% are 
applied to pensioners . A discount of 20% was granted to the state institutions. 

A uniform rate for the same class and type of property will be applied with the implementation of the Property Rrates Act. It is 
envisaged that such rate will be introduced with effect as from 01 July 2009. 

Rates are levied monthly on property owners and are payable the 7th of each month for monthly rate payers of Paarl and the 
15th for Wellington and other areas and 30th September for annual payers. Interest is levied at the prime rate on outstanding 
rates amounts. 

23 SERVICE CHARGES 


Sale of Electricity 

431 620 274 

342 234 312 

Sale of Water 

88 310 199 

78 626 167 

Waste Management (solid waste) 

56 467 323 

51 362 543 

Waste Water Management (sewerage and sanitation) 

42 044 793 

37 313 565 

Other 

19 860 

0 


618 462 449 

509 536 587 

Less: Income forgone 

-52 436 015 

-28 721 389 

Total Service Charges 

566 026 434 

480 815 198 


The amounts disclosed above for revenue from Service Charges are in respect of services rendered which are billed to the 
consumers on a monthly basis according to approved tariffs. 

24. RENTAL OF FACILITIES AND EQUIPMENT 

1 332 986 

13 176 301 

14 509 288 


Operating Lease Rental Revenue: 

- Investment Property 

- Other Rental Revenue 

Total Rentals 


123 775 
15 858 334 


15 982 109 


25. INTEREST AND DIVIDENDS EARNED 

Interest - external investments 

Dividends - stock 

Interest - outstanding debtors 

Total Interest Receivable 

26. GOVERNMENT GRANTS AND SUBSIDIES 

Equitable Share 

Provincial Government : Health 

Other 

Operational grants 

Conditional grants 
MIG/SMIF Grants 

National Government : Budget Reform Programme 
Provincial Government : Highway claims 
Provincial Government : Housing 
Provincial Goverment : Other projects 


11 622 718 18 934 789 

15 120 15 120 

7 120 608 9 676 875 

18 758 446 28 626 784 


52 658 092 39 374 894 

0 0 

20 037 575 19 917 785 

72 695 667 59 292 679 


80 850 110 64 465 372 


20 976 523 


16 871 680 

1 282 124 


1 272 293 

0 


1 561 000 

56 843 239 


33 502 016 

1 748 225 


11 258 383 




153 545 776 

123 758 051 


Total Government Grant and Subsidies 
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2010 

R 


2009 

R 


26.1 Equitable Share 

Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to revenue 
Conditions still to be met - transferred to liabilities (refer note 10) 

In terms of the Constitution, this grant is used to subsidise the provision of basic services to indigent community members. 
All registered indigents receive a monthly subsidy equal to the basic charges for Electricity, Refuse Removal, Sewerage and 
Water Services, which subsidy is adjusted as tariffs increase. All residential households receive 6 kl water and 50 kWh 
electricity free every month. 

26.2 MIG/SMIF Grants 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities (refer note 10) 

This grant was used to construct infrastructure assets for the Municipality. Other than the unspent amount, the conditions of 
the grant have been met. No funds have been withheld. 

26.3 National Government : Budget Reform Programme 

Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to revenue 
Conditions still to be met - transferred to liabilities (refer note 10) 

This grant received from National Government are for operational and capital expenditure projects related to budget reform 
and implementation of the MFMA . Other than the unspent amount, the conditions of the grant have been met. No funds 
have been withheld. 

26.4 Provincial Health Subsidies 

Balance unspent at beginning of year 

Current year receipts - included in health vote (see Appendix D) 

Conditions met - transferred to revenue 
Conditions still to be met - transferred to liabilities (refer note 10) 

The Municipality renders health services on behalf of the Provincial Government and is refunded approximately 56% until 31 
March 2005, and 100% as from 01 April 2005 of total expenditure incurred. This grant has been used exclusively to fund 
clinic services and Sonstraal Hospital. The conditions of the grant have been met. There was no delay or withholding of the 
subsidy. 

26.5 Provincial Government : Highway claims 

Balance unspent at beginning of year 
Current year receipts 

Conditions met - transferred to revenue 
Conditions still to be met - transferred to liabilities (refer note 10) 

The Municipality received various grants from PAWC for operational projects. Other than the unspent amount, the conditions 
of the grant have been met. No funds have been withheld. 

26.6 Provincial Government : Housing 

Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to revenue 
Conditions still to be met - transferred to liabilities (refer note 10) 

These grants received from Provincial Government are for the construction of houses . Other than the unspent amount, the 
conditions of the grant have been met. No funds have been withheld. 

26.7 Provincial Goverment : Other projects 

Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to revenue 
Conditions still to be met - transferred to liabilities (refer note 10) 


-22 467 156 

-22 135 147 

-44 585 879 

-39 706 902 

52 658 092 

39 374 894 

-14 394 943 

-22 467 156 


-755 

-934 

-21 539 000 

-16 871 500 

20 976 523 

16 871 680 

-563 233 

-755 

-1 476 383 

-1 837 853 

-834 480 

-910 824 

1 282 124 

1 272 293 

-1 028 739 

-1 476 383 

0 

0 

0 

0 

0 

0 

0 

0 


0 

0 

0 

-1 561 000 

0 

1 561 000 

0 

0 


-4 853 793 

-8 351 386 

-55 243 870 

-30 004 423 

56 843 239 

33 502 016 

-3 254 424 

-4 853 793 


-1 583 670 

-5 727 575 

-1 972 437 

-7 114 507 

1 748 225 

11 258 383 

-1 807 882 

-1 583 670 


These grants received from Provincial Government are for operational and capital expenditure such as , restructuring and 
other. Other than the unspent amount, the conditions of the grant have been met. No funds have been withheld. 


26.8 Other institutions 

Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to revenue 
Re-imbursment of gaurentees and levy's 


-23 445 390 
-11 469 488 
20 037 575 
1 356 953 


-18 922 089 
-25 931 033 
19 917 785 
1 489 947 
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R 
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Conditions still to be met - transferred to liabilities (refer note 10) -13 520 350 -23 445 390 

These grants received from other insitutions are for operational and capital expenditure projects. Other than the unspent 
amount, the conditions of the grant have been met. No funds have been withheld. 
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27 OTHER INCOME 

BUILDING INSPECTION FEES 
BURIAL FEES 

FAIR VALUE IN RESPECT OF INVESTMENT PROPERTY 

ELECTRICITY : NEW CONNECTION FEES 

ENTRANCE FEES 

FIRE BRIGADE FEES 

RECOVERABLE SERVICES 

SEWERAGE : NEW CONNECTION FEES 

SUNDRY INCOME 

WATER : BASIC CHARGE 

OTHER 


2010 2009 

R R 


2 850 942 
791 379 
1 216 000 
2 359 114 
794 662 
233 956 
238 263 
189 161 
2 422 367 
1 744 591 
4 163 716 
17 004 151 


3 232 149 
624 351 

6 962 823 

4 755 477 
927 290 
336 371 
438 747 
338 108 

3 616 160 
1 562 405 
8 090 046 
30 883 929 


The amounts disclosed above for Other Income are in respect of services, other than described in Notes 23 to 24, rendered 
which are billed to or paid for by the users as the services are required according to approved tariffs. 

28. EMPLOYEE RELATED COSTS 


Salaries and Wages 

184 

736 

498 

156 

387 

352 

Social contributions - UIF, pensions and medical aid etc. 

40 

104 

056 

38 

183 

570 

Travel, motor car, accommodation, subsistence and other allowances 

10 

136 

934 

7 

597 

191 

Housing benefits and allowances 

2 

386 

207 

3 

333 

425 

Overtime payments 

14 

583 

170 

13 

503 

040 

Performance bonus 


634 

740 


492 

495 

Long-service awards 

2 

383 

920 

1 

156 

714 

Defined Benefit Plan Expense: 

15 

768 

519 

11 

105 

634 


Current Service Cost 

5 801 481 


2 079 966 

Loss on actuarial valuations 

1 218 127 


0 

(Gains) on actuarial valuations 

-199 858 


0 

Over / (Under) provisions on contributions 

-182 556 


0 

Interest Cost 

9 131 325 


9 025 668 


270 734 044 

231 759 420 

Expenditure Recharged 

-36 622 067 

-26 677 768 

Recharged to repairs and maintenance 

-36 622 067 


-26 677 768 

Recharged to capital projects 

0 


0 


Total Employee Related Costs 


234 111 977 205 081 652 


No advances were made to employees. Loans to employees are set out in Note 15. 


Remuneration of Executives 

Total 

Annual 

Performance 

Car 

Social 



Salary 

Bonus 

Allowance 

Contribution 


R 

R 

R 

R 

R 

2010 






Municipal Manager 

1 243 072 

751 830 

181 976 

120 000 

189 265 

Excecutive Director : Finance 

955 257 

695 165 

79 236 

132 000 

48 856 

Excecutive Director : Social & Community Services 

955 257 

696 957 

79 236 

146 700 

32 364 

Excecutive Director : Corporate Governance 

962 957 

723 020 

80 412 

132 978 

26 546 

Excecutive Director : Strategic Services 

969 438 

736 563 

80 412 

133 008 

19 454 

Excecutive Director : Infrastructure & Planning 

1 006 220 

742 523 

79 236 

132 000 

52 460 


6 092 199 

4 346 058 

501 273 

796 686 

368 946 


Total 

Annual 

Performance 

Car 

Social 



Salary 

Bonus 

Allowance 

Contribution 


R 

R 

R 

R 

R 

2009 






Municipal Manager 

990 661 

672 625 

51 036 

120 000 

146 999 

Excecutive Director : Finance 

792 360 

615 990 

0 

132 000 

44 370 

Services 

792 360 

616 939 

0 

146 700 

28 720 

Excecutive Director : Corporate Governance 

850 277 

647 734 

46 154 

132 978 

23 411 

Excecutive Director : Strategic Services 

804 123 

663 648 

0 

133 008 

7 466 

Excecutive Director : Infrastructure & Planning 

823 319 

658 863 

0 

132 000 

32 456 


5 053 100 

3 875 799 

97 191 

796 686 

283 422 
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Remuneration of Councillors 

2010 

R 

2009 

R 

Executive Mayor 

593 375 

554 808 

Deputy Executive Mayor 

478 120 

446 857 

Speaker 

478 120 

446 844 

Whip 

449 306 

419 865 

Councillors ( 47 Councillors ) 

8 789 652 

8 041 069 

Executive Mayor committee members( 8 members) 

4 070 432 

3 778 835 


Total Councillors’ Remuneration 14 859 005 13 688 278 


In-kind Benefits 

The Executive Mayor, Deputy Executive Mayor, Speaker, and Mayoral Committee members are employed full-time. Each is 
provided with an office, administrative and secretarial support at the cost of the Council. 

The Executive Mayor and Deputy Mayor and other full-time Mayoral Committee members have access to Council owned 
vehicles for ceremonial and official functions. 

Executive Committee Councillors are provided with work stations which are appropriately equipped. 

Certification by the Municipal Manager: 

I certify that the remuneration of Councillors and in-kind benefits are within the upper limits of the framework envisaged in 
Section 219 of the Constitution, read with the Remuneration of Public Officer Bearers Act and the Minister of Provincial and 
Local Government's determination in accordance with this Act. 


|Signed: Municipal Manager 

29 BAD DEBTS 


Bad Debts 


Contribution to Impairment Provision 

20 844 048 

16 164 915 

Contribution from Impairment provision 

0 

0 

Contribution to housing development fund 

130 410 

177 692 

Bad debts written-off 

0 

190 642 


20 974 458 

16 533 249 

DEPRECIATION AND AMORTISATION 

Depreciation: Property, Plant and Equipment 

118 754 244 

120 220 986 

Amortisation: Intangible Assets 

255 618 

720 642 

Total Depreciation and Amortisation 

119 009 862 

120 941 628 


31. IMPAIRMENT LOSSES 


31.1 Impairment Losses on Fixed Assets 

Impairment Losses Recognised: 

Property, Plant and Equipment 
Investment Property 

Total Impairment Losses 


32 INTEREST PAID 

Long-term liabilities 21 566 336 17 928 724 

Finance leases 71 816 77 554 

Total Interest on External Borrowings 21 638 152 18 006 279 



The weighted average capitalisation rate on funds borrowed generally is 12.67% per annum (2009 13.37% per annum). 

33. BULK PURCHASES 


Electricity 


249 317 320 190 090 150 


Water 

Total Bulk Purchases 


14 716 221 16 108 152 

264 033 541 206 198 301 


Bulk Purchases are the cost of commodities not generated by the municipality, which the municipality distributes in the 
municipal area for resale to the consumers. Electricity is purchased from Eskom whilst Water is purchased from the City of 
Cape Town 
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34. GRANTS AND SUBSIDIES PAID 


DONATION: ANIMAL PROTECTION - SPCA 
DONATION: AWARDS GRANTED DURING YEAR 
DONATION: PAARL MUSEUM 
DONATION: R.D.P. (DRAKENSTEIN) 


DONATION: SAFMARINE CENTRE 
DOANTION: WELL. MUSUEM ASSOCIATION 


Animal Protection - SPCA 

Donations were made to the SPCA for animals that were brought to the shelter by the municipality 

Awards granted during the year 

The Mayor gives out donations to certain institutions on fundraising occasions depending on the needs of the institution. 


2010 

2009 

R 

R 

96 430 

89 702 

94 008 

88 056 

34 942 

32 504 

227 945 

181 244 

81 682 

75 983 

42 354 

39 399 

577 361 

506 888 


Paarl Museum 

Donations were made to the Paarl Museum for the preservation and exhibition of historic items. 

RDP - Drakenstein 

Donations were made to the RDP Drakenstein for community development and social upliftment related projects. 

Safmarine Centre 

Donations were made to the Safmarine Centre to support the current systems for the upliftment of the community by skills 
development and other training. 

Wellington Museum association 

Donations were made to the Paarl Museum for the preservation and exhibition of historic items. 

35. GENERAL EXPENSES 


ADVERTISING COSTS 

1 398 047 

1 660 934 

AUDIT FEES 

2 961 555 

1 952 402 

BANK CHARGES 

1 735 144 

1 207 070 

CHEMICALS/ WORKS 

1 415 898 

1 206 163 

CONFERENCE SCHOOL EXPENDITURE 

1 125 189 

858 300 

DEMOLITION OF STRUCTURES 

377 170 

57 429 

HIRE : EQUIPMENT 

777 644 

416 752 

HIRE : VEHICLES AND EQUIPMENT 

8 660 583 

7 054 963 

HOUSING SCHEMES : WATER 

4 018 533 

3 526 815 

INSURANCE : PREMIUM (SHORTTERM) 

2 697 063 

3 091 521 

LEGAL COSTS : OTHER 

1 429 784 

1 150 730 

MARKETING OF DRAKENSTEIN 

123 776 

567 109 

MEMBERSHIP FEES 

2 422 206 

850 645 

PETROL AND DIESEL 

7 398 195 

8 578 345 

PLANTS SEEDS AND BULBS 

266 595 

11 461 

POSTAGE 

1 679 241 

1 467 195 

PUBLIC PARTICIPATION 

371 139 

0 

PRINTING AND STATIONERY 

2 670 663 

1 826 610 

PROFESSIONAL FEES 

1 329 414 

622 746 

SPECIAL EVENTS 

2 135 929 

1 223 155 

PRE-PAID VENDING SYSTEM 

1 479 215 

1 889 273 

REFUSE BAGS 

406 151 

135 493 

REGISTRATION FEES : OTHER 

0 

1 456 818 

SPECIAL CONNECTIONS 

3 725 660 

4 770 047 

STOCK DEPRECIATION 

0 

487 621 

TELEPHONE COMMUNICATION 

6 026 189 

7 455 173 

TRAINING 

1 984 234 

1 603 338 

TRAINING LEVY 

2 165 984 

1 837 522 

TYRES 

1 320 783 

1 667 381 

UNIFORMS AND CLOTHING 

2 208 165 

1 726 785 

UPGRADE PROTECTION: COMPUTERS 

441 103 

-0 

VALUATION EXPENSES 

710 108 

2 396 323 

WATER RESEARCH FUND 

283 704 

495 185 

Bl(4b) - HOUSEHOLD REFUSE REMOVAL 

1 075 000 

792 692 

Bl(4c) - SOLD WASTE MANAGEMENT EDUCATION 

683 709 

0 

B3(3) - INTEGRATED FOOD PILOT PROGRAMME 

584 343 

25 528 

B4(l) - TOURISM DEVELOPMENT 

995 506 

442 862 

RURAL DEVELOPMENT STRATEGY 

388 935 

0 

SOCCER WORLD CUP 2010 

2 756 151 

1 194 628 

NON SCHOOLFEES SCHOOLS 

500 000 

0 

WARD PROJECTS - 31 WARDS 

2 829 941 

1 874 799 

C1(1)A - MBEKWENI MULTIPURPOSE HALL 

386 604 

0 

C3(2) - GOVERNANCE - WARD COMMITTEES 

232 293 

0 

C3(3) - HOME OWNERSHIP EDUCATION 

473 964 

0 

CLEANSING PROJECT 

2 492 359 

1 426 623 

D2(2a) - RURAL ROAD LIGHTING 

383 224 

0 

D3(l) - CBD POLICING 

0 

219 298 

D6(ld) - DISASTER RELIEF FUND 

129 766 

1 323 395 
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2010 

2009 


R 

R 

CONDITIONAL GRANT EXPENDITURE 

60 512 775 

12 961 511 

CONTRIBUTION TO LEAVE RESERVE 

4 637 095 

2 440 307 

PROVISION LAND FILL SITES 

1 602 500 

0 

OTHER EXPENDITURE 

30 036 028 

28 390 335 


176 445 255 

114 343 282 

The cost of Inventories recognised as an expense includes R79,605. (2009: R 44 908) in respect of write downs of Inventory 
to Net Realisable Value. 
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2010 

R 


2009 

R 


36 CASH GENERA TED B Y OPERA TIONS 

Surplus for the year -7 353 227 47 481 234 

Adjustment for :- 

- Depreciation and amortisation 

- Contribution to bad debt provision 

- Contribution to Capital replacement reserve 

- (Gain)/Losses on disposal of property, plant and equipment 

- Investment income 

- Interest paid 

Operating surplus before working capital changes: 

lncrease/(Decrease) in inventories 
(lncrease)/Decrease in debtors 
Decrease (Increase) in other debtors 

(Decrease)/! ncrease in unspent conditional grants and receipts 
Increase (Decrease) in creditors 
Decrease/(l ncrease) in VAT(net) 

Cash generated by operations 

37 DISCONTINUED OPERATIONS 
37.1 Health Services discontinued 

Statement of Financial Performance at date of discontinuation 

Revenue 

Less: Expenditure 

Inter-departmental charges 

Deficit for the Year 

Statement of Financial Position at date of discontinuation 

NET ASSETS AND LIABILITIES 

Net Assets 
Accumulated deficit 
Deficit for the year 

Current Liabilities 
Creditors 
Advances DM 

Total Net Assets and Liabilities 

ASSETS 

Non-current Assets 
Property, Plant and Equipment 
Less: Accumulated depreciation 

Current Assets 
Debtors 

Less: Provision for impairment 

Total Assets 

Cash flow Statement at date of discontinuation 

Cash flow from operating activities 

Cash receipts 
Cash paid 

Cash utilised in operations 

Cash flow from Financing Activities 
Increase in advance DM 
Net decrease in cash and cash equivalents 
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R 
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38 RELATED PARTY TRANSACTIONS 

Transactions with Key Management Personnel and Councillors 

Compensation made to Key Management Personnel and Councillors is disclosed in note 28 above. 

Consumer services rendered to Key Management Personnel amount to R 96,163 

Outstanding balances on Key Management Personnel's consumer accounts at 30 June 2010 ( Current Accounts) amount to 
R 5,471 (2009: R 6 883) 

Consumer services rendered to Councillors amount to R 542,865. 

Outstanding balances on Councillors' consumer accounts at 30 June 2010 amount to R 103,816. 

The consumer services are in accordance with approved tariffs that was advertised to the public. No bad debt expenses had 
been recognised in respect of amounts owed by related parties. 

The amounts outstanding are unsecured and will be settled in cash. Consumer Deposits were received from Key 
Management Personnel and Councillors. No expense has been recognised in the period for bad or doubtful debts in respect 
of the amounts owed by related parties. 

Not all persons in the service of the state is seen as related parties as defined in IAS 24, as they do not necessarily control or 
have an interest that gives them significant influence over the municipality. For disclosure purposes however, awards to 
close family members of persons in the service of the State are provided below: 

Awards to close family members of persons in the service of the State 2010 2009 


Supplier Name 

Staff 

Number 

Employee 

Name 

Relationship 

Department 



D UREN VIBRACRETE 

59246 

AA Uren 

Child 

Finance 

263 400 

235 760 

SODALITY SPORTS & EVENTS 

60088 

D Naude 

Spouse 

Engineers 

0 

22 970 

INTER MEDIA PRINTERS 

52665 

A Brink 

Spouse 

Finance 

264 798 

155 634 

S. KERSPUY t/a SAADIA CATERING 

55930 

W Kerspuy 

Spouse 

Finance 

0 

0 

AFRIDIZIA CRAFTS 

61670 

MA Bosch 

Spouse 

Infrastructure 

0 

9 000 

SIPHAKAME SKILLS DEVELOPMENT CC 

52114 

N Vacu 

Spouse 

Strategic Service 

122 180 

46 800 

LA HOME APPLIANCES 

60666 

L De Roubaix 

Spouse 

Social Services 

585 

0 

PRINCE NDABUKO CREATIVE SOLUTIONS 

58288 

Dr ST Kanayane 

Spouse 

Municipal Manager 

25 000 

0 


675 963 470 164 

39 RESTATEMENT OF PRIOR YEAR FIGURES AND ERRORS 

The following restatements and errors occurred which are set out below 

Electricity sales 

Electriciy sales i.r.o. 0708 not accounted for during 0708 

Water sales 

Water sales i.r.o. 0708 not accounted for during 0708 


1) Adjustment of opening balances 
NET ASSETS 

* Accumulated Surplus 1 July 2008 

Water sales i.r.o. 0708 not accounted for during 0708 
Electriciy sales i.r.o. 0708 not accounted for during 0708 

Total effect of adjustment against accumulated surplus 30 June 2008 


Previously Amount of 

reported 2009 change 

R R 


Restated 

2009 

R 


1 498 501 126 


20 753 369 


1 519 254 495 



16 649 493 

4 103 876 



1 498 501 126 


20 753 369 


1 519 254 495 
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2010 

R 


2009 

R 


Reconciliation of adjustments due to changes in accounting policies and errors 


Net assets 

2 951 401 596 

20 753 369 

2 972 154 965 

Housing Development Fund 

33 342 898 


0 


33 342 898 

Reserves 

460 588 146 


0 


460 588 146 

Accumulated Surplus / (Deficit) 

2 457 470 552 


20 753 369 


2 478 223 921 

Non-current liabilities 

277 941 340 

0 

277 941 340 

Long-term liabilities 

166 293 373 


0 


166 293 373 

Retirement Benefit Obligation 

85 910 714 


0 


85 910 714 

Non-Current Provisions 

25 737 253 


0 


25 737 253 

Current liabilities 

218 205 135 

0 

218 205 135 

Consumer deposits 

16 956 383 


0 


16 956 383 

Creditors 

120 769 563 


0 


120 769 563 

Unspent conditional grants and receipts 

53 827 147 


0 


53 827 147 

Current portion of long-term liabilities 

20 420 575 


0 


20 420 575 

Current portion of Retirement Benefit Obligation 

4 899 817 


0 


4 899 817 

Current Provisions 

1 331 649 


0 


1 331 649 


Total Net Assets and Liabilities 

ASSETS 

3 447 548 070 

20 753 369 

3 468 301 439 

Non-current assets 

3 134 884 675 

0 

3 134 884 675 


Property, plant and equipment 

3 083 285 388 


0 


3 083 285 388 

Intangible Assets 

4 197 275 


0 


4 197 275 

Investment property 

42 354 000 


0 


42 354 000 

Non current assets classified as held for sale 

1 447 895 


0 


1 447 895 

Investments 

112 000 


0 


112 000 

Long-term receivables 

3 488 117 


0 


3 488 117 


Current assets 

312 663 395 

20 753 369 

333 416 764 

Assets classified as held for sale 

0 


0 


0 

Inventory 

29 370 845 


0 


29 370 845 

VAT 

10 087 604 


0 


10 087 604 

Consumer debtors 

70 332 890 


20 753 369 


91 086 259 

Other debtors 

20 672 989 


0 


20 672 989 

Current portion of long-term receivables 

397 677 


0 


397 677 

Cash and cash equivalents 

181 801 390 


0 


181 801 390 


Total Assets 3 447 548 070 20 753 369 3 468 301439 


40 FINANCING FACILITIES 

Unsecured Bank overdraft . 

- Amount used 

- Amount unused 


0 

5 000 000 


0 

5 000 000 


5 000 000 5 000 000 

41 OPERATING LEASE COMMITMENTS 


The Municipality as Lessee 

Future minimum lease payments under non-cancellable operating leases: 

Buildings 992 436 1 917 470 


Payable within one year 

992 436 

925 034 

Payable within two to five years 

0 

992 436 

Equipment 

1 043 546 

126 634 

Payable within one year 

457 092 

70 082 

Payable within two to five years 

586 454 

56 552 


2 035 982 2 044 104 


In terms of the additional guidance from AC 105 (leases), escalations in operating leases are no longer recognised in the 
periods they actually incurred, but are now charged in the statement of financial performance on a straight-line basis over the 
term of the lease. 

Leased premises are contracted for a period of 3 years. 

The Municipality has significant current lease arrangements for photocopy and fax machines over a period of 3 - 5 years 
without being subject to escalation. 

The Municipality as Lessor 

At Statement of Financial Performance date the Municipality has contracted with tenants for the following future minimum 
lease payments. 

Payable within one year 123 775 1 322 553 

Payable within two to five years 199 340 612 941 

323 115 1 935 494 
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R R 


The Municipality lets its investment properties under operating leases. Property rental income earned during the year was R 
123,775. The properties are maintained by the tenants at their cost. No investment properties have been disposed of since 
the statement of financial performance date. Properties are leased for periods ranging from 3 to 25 years. Escalations on 
lease instalments are applied on recommendation of an independent valuator and does not exceed 10% pa. 

No restrictions have been imposed on the municipality in terms of the operating lease agreements. 
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R R 

42 UTILISA TION OF LONG-TERM LIABILITIES RECONCILIA TION 

Long-term liabilities raised (see Note 5 ) 251293 373 186 713 948 

Used to finance property, plant and equipment at cost -297 821 335 -211 450 859 

Cash set aside for the repayment of long-term liabilities - refer note 21 and 5 57 258 675 37 258 675 

Cash invested for repayment of long-term liabilities 10 730 713 12 521 764 

Long-term liabilities have been utilised in accordance with the Municipal Finance Management Act. Sufficient cash has been 
set aside to ensure that long - term liabilities can be repaid on redemption date. 


43 UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFULL EXPENDITURE DISALLOWED 

43.1 Unauthorised Expenditure 

To management's best of knowledge no Unauthorised Expenditure was incurred during the year under review . 

43.2.1 FRUITLES AND WASTEFUL EXPENDITURE 


Reconciliation of fruitless and wastefull expenditure 

Opening Balance 1 657 1 657 

Fruitless and wastful expenditure current year 0 0 

Condoned or written off by Council 0 0 

Transferd to receivables for recovery (Note 20) -1 657 -1 657 

Fruitless and wasteful expenditure awaiting condonement 0 0 


Incident: Theft of money from cash bag 
Date: 13/01/2007 - 12/02/2007 

Outcome: Diciplinary heary 07/05/2007. Person dismissed 

43.2.2 FRUITLES AND WASTEFUL EXPENDITURE 


Reconciliation of fruitless and wastefull expenditure 

Opening Balance 107 331 107 331 

Fruitless and wastful expenditure current year 0 0 

Condoned or written off by Council 0 0 

Transferd to receivables for recovery (Note 20) -107 331 -107 331 

Fruitless and wasteful expenditure awaiting condonement 0 0 


Incident: Theft of safety boots from stores 
Date: 21/09/2005 

Outcome: Disciplinary hearing. Person dismised. Attorneys to recover money. Debtor raised 

43.2.3 FRUITLES AND WASTEFUL EXPENDITURE 

Reconciliation of fruitless and wastefull expenditure 


Opening Balance 0 0 

Fruitless and wastful expenditure current year 0 0 

Condoned or written off by Council 0 0 

Transferd to receivables for recovery (Note 20) 0 0 

Fruitless and wasteful expenditure awaiting condonement 0 0 

Incident: Fraud, corruption and theft at mechanical workshop 
Date: 2005 to 2007 

Outcome: Disciplinary action. Personell dismised. Some money recoverd. Awaiting final closre 

43.2.4 FRUITLES AND WASTEFUL EXPENDITURE 


Reconciliation of fruitless and wastefull expenditure 

Opening Balance 

4 834 

4 834 

Fruitless and wastful expenditure current year 

0 

0 

Condoned or written off by Council 

-4 834 

-4 834 

Transferd to receivables for recovery (Note 20) 

0 

0 

Fruitless and wasteful expenditure awaiting condonement 

0 

0 


Incident: Theft of cash at Gouda cash office 
Date: 18/02/2008 

Outcome: Disciplinary action. Person not guilty. 

43.2.5 FRUITLES AND WASTEFUL EXPENDITURE 


Reconciliation of fruitless and wastefull expenditure 

Opening Balance 20 331 20 331 

Fruitless and wastful expenditure current year 0 0 

Condoned or written off by Council 0 0 

Transferd to receivables for recovery (Note 20) -20 331 -20 331 

Fruitless and wasteful expenditure awaiting condonement 0 0 


Incident: Payment to service provider, peyment into wrong bank. 
Date: 19/08/2008 

Outcome: Council attorneys busy to recover money. 
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43.2.6 FRUITLES AND WASTEFUL EXPENDITURE 

Reconciliation of fruitless and wastefull expenditure 
Opening Balance 

Fruitless and wastful expenditure current year 
Condoned or written off by Council 
Transferd to receivables for recovery (Note 20) 

Fruitless and wasteful expenditure awaiting condonement 

Incident: Purchasing of laptops 
Date: 

Outcome: Condonement from coucil awaited 

43.2.7 FRUITLES AND WASTEFUL EXPENDITURE 

Reconciliation of fruitless and wastefull expenditure 
Opening Balance 

Fruitless and wastful expenditure current year 
Condoned or written off by Council 
Transferd to receivables for recovery (Note 20) 

Fruitless and wasteful expenditure awaiting condonement 

Incident: Purchasing of curtains 

Date: 

Outcome: Condonement from coucil awaited 

43.3 IRREGULAR EXPENDITURE 

Reconciliation of fruitless and wastefull expenditure 
Opening Balance 

Fruitless and wastful expenditure current year 
Condoned or written off by Council 
Transferd to receivables for recovery (Note 20) 

Fruitless and wasteful expenditure awaiting condonement 

Incident: Cell phone allowances in addition to telephone allowances. 

Date: 

Outcome: Awaiting opinion from MEC of local government. Provincial treasury assisting council. 

42.2.8 FRUITLES AND WASTEFUL EXPENDITURE 

Reconciliation of fruitless and wastefull expenditure 
Opening Balance 

Fruitless and wastful expenditure current year 
Condoned or written off by Council 
Transferd to receivables for recovery (Note 20) 

Fruitless and wasteful expenditure awaiting condonement 

Incident: Bribe requested and accepted 
Date: 04/10/2009 

Outcome: Person dismissed. No loss to council 

42.2.9 FRUITLES AND WASTEFUL EXPENDITURE 

Reconciliation of fruitless and wastefull expenditure 
Opening Balance 

Fruitless and wastful expenditure current year 
Condoned or written off by Council 
Transferd to receivables for recovery (Note 20) 

Fruitless and wasteful expenditure awaiting condonement 

Incident: Theft of money 
Date: 10/01/2010 

Outcome: Person dismissed. Money not to be recoverd 

42.2.10 FRUITLES AND WASTEFUL EXPENDITURE 

Reconciliation of fruitless and wastefull expenditure 
Opening Balance 

Fruitless and wastful expenditure current year 
Condoned or written off by Council 
Transferd to receivables for recovery (Note 20) 

Fruitless and wasteful expenditure awaiting condonement 

Incident: Theft cable 
Date: 01/03/2010 


2010 

2009 

R 

R 

180 419 

180 419 

0 

0 

0 

0 

0 

0 

180 419 

180 419 

20 675 

20 675 

0 

0 

0 

0 

0 

0 

20 675 

20 675 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 


349 

0 

0 

0 

0 

0 

0 

0 

349 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 
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Outcome: Person not dismissed. No loss to council 
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2010 

2009 

42.3 IRREGULAR EXPENDITURE 

R 

R 

Reconciliation of fruitless and wastefull expenditure 

Opening Balance 

0 

0 

Fruitless and wastful expenditure current year 

0 

0 

Condoned or written off by Council 

0 

0 

Transferd to receivables for recovery (Note 20) 

0 

0 

Fruitless and wasteful expenditure awaiting condonement 

Incident: Cell phone allowances in addition to telephone allowances. 

Date: 

Outcome: Awaiting opinion from MEC of local government. Provincial treasury assisting council. 

43.4 DISTRIBUTION LOSSES 

WATER 

Reconciliation of water losses 

0 

0 

Kiloliters bought 

17 105 595 

16 714 593 

Kiloliters sold 

14 975 675 

13 993 258 

Kiloliters Lost 

2 129 920 

2 716 335 

Value of losses 

1 871 561 

5 378 343 

Percentage of losses 

12.45% 

16.25% 

Norm of losses 

Reasons for losses: 

Burst pipes 

Use of unmeterd fire water connections at flat buildings and factories. 

Open spaces & sports fields that is still unmeterd 

Udetected leaks underground 

Scouring of mainlines and reservoirs as part of the operational procedure to ensure good water quality 

ELECTRICITY 

Reconciliation of MWh losses 

15.00% 

15.00% 

MWh units bought 

727 772 737 

736 298 747 

MWh units sold 

651 917 799 

680 005 441 

MWh units lost 

75 854 938 

56 293 306 

Value of losses 

25 986 065 

13 510 393 

Percentage of losses 

10.42% 

7.65% 

Norm of losses 

Reasons for losses: 

Technical lossses 

Unmeterd services 

Theft 

44 ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT 

10.00% 

10.00% 

44.1 Contributions to SALGA 

Opening balance 

0 

0 

Council subscriptions 

2 106 554 

850 645 

Amount paid - current year 

-2 106 554 

-850 645 

Amount paid - previous years 

0 

0 

Balance unpaid (included in creditors) 

0 

0 

44.2 Audit fees 

Opening balance 

0 

0 

Current year audit fee 

2 961 555 

1 952 402 

Amount paid - current year 

-2 961 555 

-1 952 402 

Amount paid - previous years 

0 

0 

Balance unpaid (included in creditors) 

0 

0 
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2010 

2009 



R 

R 

44.3 VAT 




are shown in note 18. All VAT returns have been 




submitted by the due date throughout the year. 




44.4 PAYE 




Opening balance 


0 

0 

Current year payroll deductions 


24 678 443 

20 512 181 

Amount paid - current year 


-24 678 443 

-20 512 181 

Amount paid - previous years 


0 

0 

Balance unpaid (included in creditors) 


0 

0 

44.5 UIF 




Opening balance 


0 

0 

Current year payroll deductions 


3 488 325 

3 064 931 

Amount paid - current year 


-3 488 325 

-3 064 931 

Amount paid - previous years 


0 

0 

Balance unpaid (included in creditors) 


0 

0 

44.6 Pension Deductions 




Opening balance 


0 

0 

Current year payroll deductions and council contributions 


35 276 286 

29 651 943 

Amount paid - current year 


-35 276 286 

-29 651 943 

Amount paid - previous years 


0 

0 

Balance unpaid (included in creditors) 


0 

0 

44.7 Medical Aid Deductions 




Opening balance 


0 

0 

Current year payroll deductions and council contributions 


15 913 978 

13 379 993 

Amount paid - current year 


-15 913 978 

-13 379 993 

Amount paid - previous years 


0 

0 

Balance unpaid (included in creditors) 


0 

0 

44.8 Councillors arrear consumer accounts 




The following Councillors had arrear accounts outstanding for more than 90 days as at 30 June 2010 






Outstanding less 

Outstanding more 

30th June 2010 

Total 

than 90 days 

than 90 days 


R 

R 

R 

ADRIAANSE, MM 

3 538 

1 698 

1 840 

KIKA , Spasie 

5 663 

1429 

4 234 

GOUWS, Eva 

3 097 

873 

2 223 

ROSS , Solomon 

1 238 

1 159 

79 

GAYIYA, Elizabeth 

615 

161 

454 

MBUBU, Victor 

2 040 

1 016 

1024 

TSHAYA , Mpelese Alfred 

15 345 

3 924 

11420 

JOCHIMS , Stephen Christopher 

23 645 

788 

22 857 

POOLE , Conrad James 

1 105 

729 

376 

THEO, Alec 

921 

0 

921 

SMIT , Johannes 

12 044 

89 

11 955 

LE HOE, Martinus 

553 

36 

518 

Total Councillor Arrear Consumer Accounts 

69 805 

11 903 

57 902 



Outstanding less 

Outstanding more 

30th June 2009 

Total 

than 90 days 

than 90 days 


R 

R 

R 

HENDRIKSE .Farida 

4 716 

933 

3 784 

KIKA , Spasie 

9 250 

1515 

7 736 

TYESI , Nkosinathi 

1 572 

240 

1332 

ROSS , Soudah 

3 770 

1633 

2 138 

POOLE , Conrad James 

4 658 

914 

3 744 

TSHAYA , Mpelese Alfred 

8 147 

889 

7 258 

JOCHIMS , Stephen Christopher 

30 628 

1386 

29 242 

SMIT , Johannes 

17 287 

3 457 

13 830 

Total Councillor Arrear Consumer Accounts 

80 029 

10 966 

69 064 
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2010 

R 


2009 

R 


44.9 Non-Compliance with Chapter 11 of the Municipal Finance Management Act 


Non Compliance to the following sections of chapters of the MFMA 


CHAPTER 

SECTION 

SUB - SECTION 

7 

52 


(d) 


53 




54 


(i) 

8 

64 


(3) 


66 




69 


(3) 


71 


(i) to (v) 


72 


(1) to (3) 


74 


(1) to (2) 


75 


(1) to (2) 

4 

17 


(3) 


24 


(c) 


31 



3 

11 


(4) 

12 

121 


(1) 


125 


(2) 


129 


(1) 


131 


(1) 


129 


(1) 


131 




45 Deviation from, and ratification of minor breaches of, the Procurement Processes 

In terms of section 36(2) of the Supply Chain Management Policy approved by Council it is stipulated that bids where the 
formal procurement processes could not be followed, must be noted in the financial statements. 

The majority of the items mentioned resulted from flood damage that had to be addressed at short notice and the response 
times did not allow for the complete procurement process to be followed. The balance of items was due to emergency 
circumstances and economic benefits for the municipality. 

Order Class : Emergency 

Order Class : Sole Suppliers 

Order Class : Workshop repairs (Strip & Quote) 

Order Class : Above R200.000 approved by MM 


3 139 872 

5 347 613 
12 686 489 

6 802 376 


1 476 074 
6 107 924 
10 720 133 
211 390 


27 976 350 18 515 521 


46 CAPITAL COMMITMENTS 


Commitments in respect of capital expenditure: 

- Approved and contracted for 

Infrastructure 
Community 
Land & Buildings 
Other 
Housing 

- Approved but not yet contracted for 

Land and buildings 
Infrastructure 
Community 
Other 

Total 

This expenditure will be financed from: 

- External Loans 

- Capital Replacement Reserve 

- Government Grants 

- Other sources 


59 347 462 

98 135 493 

42 767 827 


39 988 279 

8 075 973 


13 215 223 

5 548 730 


714 642 

2 954 932 


15 241 881 

0 


28 975 468 

25 242 680 

17 235 664 

3 250 000 


750 000 

12 100 000 


15 264 759 

9 642 680 


1 020 905 

250 000 


200 000 




84 590 142 

115 371 157 


32 032 247 

26 471 782 

45 782 629 

14 413 083 

6 775 266 

74 486 292 

0 

0 

84 590 142 

115 371 157 
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2010 

R 


2009 

R 


47 FINANCIAL INSTRUMENTS 

47.1 Classification of Financial Instruments 
FINANCIAL ASSETS: 

In accordance with IAS 39.09 the Financial Assets of the municipality are classified as follows : 

Financial Assets Classification 


Investments 


Investment in Unlisted shares 

Held to maturity 

112 000 

112 000 

Long-term Receivables 

Loans to emplyees 

Loans and receivables 

0 

18 733 

Sporting bodies 

Loans and receivables 

79 315 

75 267 

Public organisations 

Loans and receivables 

246 874 

16 721 

Housing selling scheme loans 

Loans and receivables 

4 778 041 

3 775 073 

Consumer Debtors 

Service debtors 

Loans and receivables 

94 411 151 

67 592 765 

Housing Rental Schemes 

Loans and receivables 

4 970 969 

2 069 065 

Housing Selling Schemes 

Loans and receivables 

781 940 

671 059 

Other Debtors 

Loans and receivables 

17 601 080 

20 672 989 

Current Portion of Long-term Receivables 

Loans to emplyees 

Loans and receivables 

0 

18 733 

Sporting bodies 

Loans and receivables 

135 943 

121 838 

Public organisations 

Loans and receivables 

72 644 

64 949 

Housing selling scheme loans 

Loans and receivables 

204 392 

192 157 

VAT Receivable 

VAT Control Accounts 

Loans and receivables 

15 545 271 

10 087 604 

Cash and cash equivalents 

Bank and cash on hand 

Available for sale 

27 287 301 

20 835 219 

Other Cash Equivalents 

Available for sale 

163 301 780 

160 954 271 


SUMMARY OF FINANCIAL ASSETS 
Held to maturity: 


Investments Listed Investments 112 000 112 000 




112 000 

112 000 

Loans and Receivables 




Long-term Receivables 

Loans to emplyees 

0 

18 733 

Long-term Receivables 

Sporting bodies 

79 315 

75 267 

Long-term Receivables 

Public organisations 

246 874 

16 721 

Long-term Receivables 

Housing selling scheme loans 

4 778 041 

3 775 073 

Consumer Debtors 

Service debtors 

94 411 151 

67 592 765 

Consumer Debtors 

Housing Rental Schemes 

4 970 969 

2 069 065 

Consumer Debtors 

Housing Selling Schemes 

781 940 

671 059 

Other Debtors 

Other Debtors 

17 601 080 

20 672 989 

Current Portion of Long-term Receivables 

Loans to emplyees 

0 

18 733 

Current Portion of Long-term Receivables 

Sporting bodies 

135 943 

121 838 

Current Portion of Long-term Receivables 

Public organisations 

72 644 

64 949 

Current Portion of Long-term Receivables 

Housing selling scheme loans 

204 392 

192 157 

VAT Receivable 

VAT Control Accounts 

15 545 271 

138 827 619 

10 087 604 

105 376 953 

Available for Sale: 




Bank Balances and Cash 

Bank Balances 

27 287 301 

20 835 219 

Bank Balances and Cash 

Short term investment deposits 

163 301 780 

190 589 081 

160 954 271 

181 789 490 

Total Financial Assets 

No Loans and Receivables are designated as at Fair Value Through Profit or Loss. 

FINANCIAL LIABILITIES: 

In accordance with IAS 39.09 the Financial Liabilities of the municipality are classified as follows (FVTPL = Fair Value 
through Profit or Loss): 

Financial Liabilities Classification 

329 528 700 

287 278 443 

Long-term Liabilities 

Annuity Loans 

Not valued at FVTPL 

250 991 447 

186 171 604 

Consumer Deposits 

Electricity and Water 

Not valued at FVTPL 

18 192 133 

16 956 383 
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Creditors 


2010 

R 

2009 

R 

Trade creditors 

Not valued at FVTPL 


104 162 561 

74 503 246 

Staff Leave 

Not valued at FVTPL 


16 529 559 

13 619 185 

Payments received in advance 

Not valued at FVTPL 


8 685 933 

4 693 099 

Other creditors 

Unspent Conditional Grants and Receipts 

Not valued at FVTPL 


43 669 191 

27 954 033 

Conditional Grants from other spheres of Government 

Not valued at FVTPL 


32 429 450 

47 705 172 

Other Conditional Receipts 

Not valued at FVTPL 


2 140 121 

6 121 975 

Bank Overdraft 

Bank Overdraft 

Not valued at FVTPL 


0 

0 

Current Portion of Long-term Liabilities 

Annuity Loans Not valued at FVTPL 

SUMMARY OF FINANCIAL LIABILITIES 

Not valued at Fair Value through Profit and Loss (Amortised cost): 


25 470 659 

20 180 157 

Long-term Liabilities 

Annuity Loans 


250 991 447 

186 171 604 

Consumer Deposits 

Electricity and Water 


18 192 133 

16 956 383 

Creditors 

Trade creditors 


104 162 561 

74 503 246 

Creditors 

Staff Leave 


16 529 559 

13 619 185 

Creditors 

Payments received in advance 


8 685 933 

4 693 099 

Creditors 

Other creditors 


43 669 191 

27 954 033 

Unspent Conditional Grants and Receipts 

Conditional Grants from other spheres of Government 

32 429 450 

47 705 172 

Unspent Conditional Grants and Receipts 

Other Conditional Receipts 


2 140 121 

6 121 975 

Bank Overdraft 

Bank Overdraft 


0 

0 

Current Portion of Long-term Liabilities Annuity Loans 

Total Financial Liabilities 

47.2 Fair Value of Financial Instruments 

The management of the municipality is of the opinion that the carrying value of Financial Assets and Financial Liabilities 
recorded at amortised cost in the Annual Financial Statements approximate their fair values, except for the listed Government 
stock. In accordance with IAS 39.09 the Fair Values of Financial Assets and Financial Liabilities, together with the carrying 
amounts shown in the Statement of Financial Position, are as follows: 

2010 

25 470 659 

502 271 054 

2009 

20 180 157 

397 904 855 


Carrying 

Fair 

Carrying 

Fair 


Amount 

Value 

Amount 

Value 


R 

R 

R 

R 

FINANCIAL ASSETS 

Held to maturity: 

112 000 

150 869 

112 000 

147 521 

Listed Investments 

1 112 000 | [ 

150 869 | [ 

112 000 | | 

147 521 | 

Loans and Receivables 

138 414 641 

138 414 641 

104 979 276 

104 979 276 


Long-term Receivables 

Consumer Debtors 

Other Debtors 

Current Portion of Long-term Receivables 

VAT Receivable 

4 691 252 

100 164 060 

17 601 080 

412 978 

15 545 271 


4 691 252 

100 164 060 

17 601 080 

412 978 

15 545 271 


3 488 117 

70 332 889 

20 672 989 

397 677 

10 087 604 


3 488 117 

70 332 889 

20 672 989 

397 677 

10 087 604 

Available for Sale 

190 600 981 

190 600 981 

181 801 390 

181 801 390 

Bank Balances and Cash 

| 190 600 981 | 

j 190 600 981 | 

! 181 801 390 1 

i 181 801 390 | 






Total Financial Assets 

329 127 621 

329 166 490 

286 892 666 

286 928 187 

FINANCIAL LIABILITIES 





Not at FVTPL (at amortised cost): 

476 884 337 

476 884 337 

378 026 623 

378 026 623 

Unsecured Bank Facilities: 

225 604 729 

225 604 729 

166 293 373 

166 293 373 

- Annuity Loans 

225 604 729 


225 604 729 


166 293 373 


166 293 373 

- Bank Overdraft 

- 


- 


- 


- 

Trade and Other Payables: 

251 279 608 

251 279 608 

211 733 251 

211 733 251 

- Consumer Deposits 

18 192 133 


18 192 133 


16 956 383 


16 956 383 

- Creditors 

173 047 244 


173 047 244 


120 769 563 


120 769 563 

- Unspent Conditional Grants 

34 569 571 


34 569 571 


53 827 147 


53 827 147 

- Current Portion of Long-term Liabilities 

25 470 659 


25 470 659 


20 180 157 


20 180 157 


Total Financial Liabilities 476 884 337 476 884 337 378 026 623 378 026 623 


Total Financial Instruments (147 756 716) (147 717 847) (91 133 958) (91 098 437) 


The Fair Values of Financial Assets and Financial Liabilities are determined as follows: 

The Fair Value of Long term liabilities is determined in accordance with generally accepted pricing models based on 
discounted cash flow analysis using prices from observable current market transactions and dealer quotes for similar 
instruments. 

The fair value of Other Financial Assets and Financial Liabilities were determined after considering the standard terms and 
conditions of agreements entered into between the municipality and other parties as well as the the current payment ratio's of 
the municipality's debtors. 
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The Annual Financial Statements include holdings in Listed Government Stock which are measured at amortised cost (note 
14). Fair Value is estimated with standard terms and conditions and traded on active liquid markets is determined with 
reference to quoted market prices. 
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2010 

R 


2009 

R 


47.3 Capital Risk Management 

The municipality manages its capital to ensure that the municipality will be able to continue as a going concern while 
delivering sustainable services to consumers through the optimisation of the debt and equity balance. 

The capital structure of the municipality consists of debt, which includes the Long-term Liabilities disclosed in Note 5; Cash 
and Cash Equivalents disclosed in Note 21; and Equity, comprising Funds, Reserves and Accumulated Surplus as disclosed 
in Notes 1 to 3 and the Statement of Changes in Net Assets. 

Gearing Ratio 

The gearing ratio at the year-end was as follows: 

Debt 251 293 373 186 713 948 

Equity 2 985 877 187 2 951 401 596 

Net debt to equity ratio 8.42% 6.33% 

Debt is defined as Long- and Short-term Liabilities, as detailed in Note 5. 


Equity includes all Funds and Reserves of the municipality, disclosed as Net Assets in the Statement of Financial Position. 


47.4 Financial Risk Management Objectives 

Due to largely non-trading nature of activities and the way in which they are financed, municipalities are not exposed to the 
degree of financial risk faced by business entities. Financial instruments play a much more limited role in creating or 
changing risks that would be typical of listed companies to which the IAS's mainly apply. Generally, financial assets and 
liabilities are generated by day-to-day operational activities and are not held to manage the risks facing the municipality in 
undertaking its activities. 

The Directorate: Financial services monitors and manages the financial risks relating to the operations through internal 
policies and procedures. These risks include interest rate risk, credit risk and liquidity. Compliance with policies and 
procedures is reviewed by internal auditors on a continuous basis, and by external auditors annually. The entity does not 
enter into or trade financial instruments for speculative purposes. 


Internal audit, responsible for initiating a control framework and monitoring and responding to potential risk, reports quarterly 
to the municipality’s audit committee, an independent body that monitors the effectiveness of the internal audit function. 


47.5 Significant Accounting Policies 

Details of the significant Accounting Policies and methods adopted, including the criteria for recognition, the basis of 
measurement and the basis on which income and expenses are recognised, in respect of each class of Financial Asset, 
Financial Liability and Equity Instrument are disclosed in the Accounting Policies to the Annual Financial Statements. 

47.6 Market risk 

The municipality’s activities expose it primarily to the financial risks of changes in interest rates (see Note 47.8 below). No 
formal policy exists to hedge volatilities in the interest rate market. 

47.7 Interest Rate Risk 

Interest Rate Risk is defined as the risk that the fair value or future cash flows associated with a financial instrument will 
fluctuate in amount as a result of market interest changes. 

Potential concentrations of interest rate risk on financial assets consist mainly of fixed deposit investments and bank and 
cash balances. 


The municipality is not exposed to a high level of interest rate risk on its financial liabilities. All of the Municipality's interest 
bearing external loan liabilities, as detailed in Appendix A, are fixed interest rate loans. Similarly with financial assets, the 
Municipality invests its surplus funds on fixed interest rate deposits with banks for fixed terms not exceeding one year. 


No interest rate sensitivity analysis was performed, as the municipality is not exposed to variable interest rates on outstanding 
liabilities. 

The municipality’s maximum exposures to interest rates on Financial Assets and Financial Liabilities are detailed in the Credit 
Risk Management section of this note. 
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2010 

R 


2009 
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47.8 Effective Interest Rates and Repricing Analysis 

In accordance with IAS 32.67(a) and (b) the following tables indicate the average effective interest rates of Income-earning 
Financial Assets and Interest-bearing Financial Liabilities at the reporting date and the periods in which they mature or, if 
earlier, reprice: 


30-Jun-10 



Average 

6 Months 

6 - 12 

1-2 

Total 

Description 

Effective 




carried 


Interest Rates 

or less 

Months 

Years 

forward 


% 

R 

R 

R 

R 

FIXED RATE INSTRUMENTS 






Held-to-maturity Investments 


7 560 

7 560 

0 

15 120 

Eskom Shares 

13.50% 

7 560 

7 560 

0 

15 120 

Unsecured Bank Facilities 


(26 620 109) 

(52 929 036) 

-96 530 684 

-176 079 829 

Loan No 101633/1 DBSA 

13.68% 

(1 999 528) 

(3 999 056) 

-1 999 509 

-7 998 092 

Loan No 10618/3 DBSA 

10.74% 

(311 181) 

(311 181) 

0 

-622 363 

Loan No 10618/4 DBSA 

10.80% 

(1 792 407) 

(3 584 815) 

-7 169 629 

-12 546 851 

Loan No 10618/4 DBSA 

10.54% 

(5 059 079) 

(10 118 158) 

-20 236 316 

-35 413 554 

Loan No 30-0868-5982 ABSA 

15.00% 

(320 098) 

(640 195) 

0 

-960 293 

Loan No 30-0868-2071 ABSA 

14.21% 

(475 344) 

(950 688) 

-475 344 

-1 901 376 

Loan No NEDBANK 

12.65% 

(8 794 540) 

(17 589 080) 

-35 178 160 

-61 561 780 

Loan No 783 103 0646 NEDBANK 

10.62% 

(865 673) 

(1 731 346) 

-3 462 693 

-6 059 712 

Loan No 072-154-314 STANDARD BANK 

10.25% 

(3 035 715) 

(6 071 430) 

-12 142 859 

-21 250 004 

Loan No 072-154-411 STANDARD BANK 

10.40% 

(3 966 543) 

(7 933 087) 

-15 866 174 

-27 765 804 







Total Fixed Rate Instruments 


(26 612 549) 

(52 921 476) 

-96 530 684 

-176 064 709 

VARIABLE RATE INSTRUMENTS 






Short-term Investment Deposits 


163 301 780 

- 

0 

163 301 780 

Bank Balances and Cash 


27 287 301 

- 

0 

27 287 301 

Total Variable Rate Instruments 


190 589 081 

- 

0 

190 589 081 



: 1 1 1 


30-Jun-10 


Description 

Average 

Effective 

Interest Rates 

Total 

brought 

forward 

3- 5 

Years 

More than 

5 Years 

Total 


% 

R 

R 

R 

R 

FIXED RATE INSTRUMENTS 






Held-to-maturity Investments 


15 120 

- 

0 

15 120 

Eskom Shares 

13.50% 

15 120 

- 

0 

15 120 

Unsecured Bank Facilities 


(176 079 829) 

(129 524 690) 

-82 480 535 

-388 085 054 

Loan No 101633/1 DBSA 

13.68% 

(7 998 092) 

- 

0 

-7 998 092 

Loan No 10618/3 DBSA 

10.74% 

(622 363) 

- 

0 

-622 363 

Loan No 10618/4 DBSA 

10.80% 

(12 546 851) 

(1 792 407) 

0 

-14 339 258 

Loan No 10618/4 DBSA 

10.54% 

(35 413 554) 

- 

0 

-35 413 554 

Loan No 00-0001 INCA 

16.95% 

- 

(30 354 474) 

-25 295 396 

-55 649 870 

Loan No 30-0868-5982 ABSA 

15.00% 

(960 293) 

- 

0 

-960 293 

Loan No 30-0868-2071 ABSA 

14.21% 

(1 901 376) 

- 

0 

-1 901 376 

Loan No NEDBANK 

12.65% 

(61 561 780) 

(52 767 240) 

-26 383 620 

-140 712 640 

Loan No 783 103 0646 NEDBANK 

10.62% 

(6 059 712) 

(2 597 019) 

0 

-8 656 731 

Loan No 072-154-314 STANDARD BANK 

10.25% 

(21 250 004) 

(18 214 289) 

-3 035 715 

-42 500 008 

Loan No 072-154-411 STANDARD BANK 

10.40% 

(27 765 804) 

(23 799 261) 

-27 765 804 

-79 330 869 

Total Fixed Rate Instruments 


(176 064 709) 

(129 524 690) 

-82 480 535 

-388 069 934 

VARIABLE RATE INSTRUMENTS 






Short-term Investment Deposits 


163 301 780 

- 

0 

163 301 780 

Bank Balances and Cash 


27 287 301 

' 

o o 

27 287 301 

0 


Total Variable Rate Instruments 


190 589 081 


0 


190 589 081 
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2010 

R 


2009 

R 


30 June 2009 


Description 

Average 

6 Months 

6 - 12 

1-2 

Total 






carried 



or less 

Months 

Years 

forward 


% 

R 

R 

R 

R 

FIXED RATE INSTRUMENTS 






Held-to-maturity Investments 


7 560 

7 560 

0 

15 120 

Eskom Shares 

13.50% 

7 560 

7 560 

0 

15 120 

Unsecured Bank Facilities 


(21 691 447) 

(38 860 019) 

-70 960 079 

-131 511 544 

Loan No 101633/1 DBSA 

13.68% 

(1 999 528) 

(3 999 056) 

-5 998 565 

-11 997 148 

Loan No 10618/3 DBSA 

10.74% 

(311 181) 

(622 363) 

-311 181 

-1 244 726 

Loan No 10618/4 DBSA 

10.80% 

(1 792 407) 

(3 584 815) 

-7 169 629 

-12 546 851 

Loan No 10618/4 DBSA 

10.54% 

(5 059 079) 

(10 118 158) 

-20 236 316 

-35 413 554 

Loan No 00-0001 INCA 

16.95% 

(1 583 604) 

- 

0 

-1 583 604 

Loan No 30-0599-8845 ABSA 

16.14% 

(1 355 665) 

(1 355 664) 

0 

-2 711 330 

Loan No 30-0868-5982 ABSA 

15.00% 

(320 098) 

(640 196) 

-640 195 

-1 600 489 

Loan No 30-0868-2071 ABSA 

14.21% 

(475 344) 

(950 688) 

-1 426 032 

-2 852 064 

Loan No NEDBANK 

12.65% 

(8 794 540) 

(17 589 080) 

-35 178 160 

-61 561 780 







Total Fixed Rate Instruments 


(21 683 887) 

(38 852 459) 

-70 960 079 

-131 496 424 

VARIABLE RATE INSTRUMENTS 






Short-term Investment Deposits 


160 954 271 

- 

0 

160 954 271 

Bank Balances and Cash 


20 835 219 

- 

0 

20 835 219 

Total Variable Rate Instruments 


181 789 490 

- 

0 

181 789 490 








30-Jun-09 


Description 

Average 

Effective 

Interest Rates 

Total 

brought 

forward 

2-5 

Years 

More than 

5 Years 

Total 


% 

R 

R 

R 

R 

FIXED RATE INSTRUMENTS 






Held-to-maturity Investments 


15 120 

- 

0 

15 120 

Eskom Shares 

13.50% 

15 120 

- 

0 

15 120 



- 

- 

0 

0 

Unsecured Bank Facilities 


(131 511 544) 

(143 913 413) 

-23 971 777 

-299 396 735 

Loan No 101633/1 DBSA 

13.68% 

(11 997 148) 

- 


-11 997 148 

Loan No 10618/3 DBSA 

10.74% 

(1 244 726) 

- 

0 

-1 244 726 

Loan No 10618/4 DBSA 

10.80% 

(12 546 851) 

(5 377 222) 

0 

-17 924 073 

Loan No 00-0001 INCA 

9.41% 

(35 413 554) 

(50 590 791) 

-15 177 237 

-101 181 582 

Loan No 10618/4 DBSA 

10.54% 

(1 583 604) 

- 

0 

-1 583 604 

Loan No 30-0599-8845 ABSA 

16.14% 

(2 711 330) 

- 

0 

-2 711 330 

Loan No 30-0868-5982 ABSA 

15.00% 

(1 600 489) 

- 

0 

-1 600 489 

Loan No 30-0868-2071 ABSA 

14.21% 

(2 852 064) 

- 

0 

-2 852 064 

Loan No NEDBANK 

12.65% 

(61 561 780) 

(87 945 400) 

-8 794 540 

-158 301 720 

Total Fixed Rate Instruments 


(131 496 424) 

(143 913 413) 

-23 971 777 

-299 381 615 

VARIABLE RATE INSTRUMENTS 






Short-term Investment Deposits 


160 954 271 

- 

0 

160 954 271 

Bank Balances and Cash 


20 835 219 

- 

0 

20 835 219 

Total Variable Rate Instruments 


181 789 490 

- 

0 

181 789 490 



i i 


Ultimate responsibility for liquidity risk management rests with the Council. The Municipality manages liquidity risk by 
effectively managing its working capital, capital expenditure, external borrowings and cash flows. Standby credit facilities are 
available with the Municipality’s main banker to cater for any unexpected temporary shortfall in operating funds. 
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R 
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47.9 Liquidity and Interest Risk Tables 


The following tables detail the municipality’s remaining contractual maturity for its non-derivative financial liabilities. The 
tables have been drawn up based on the undiscounted cash flows of financial liabilities based on the earliest date on which 
the municipality can be required to pay. The table includes both interest and principal cash flows. 



Average 

6 Months 

6 - 12 

1-2 

Total 

Description 

Effective 




carried 


Interest Rates 

or less 

Months 

Years 

forward 


% 

R 

R 

R 

R 

30-Jun-10 






Fixed Interest Rate Instruments 

11.89% 

26 620 109 

52 929 036 

92 807 369 

172 356 514 



26 620 109 

52 929 036 

92 807 369 

172 356 514 

30-Jun-09 






Fixed Interest Rate Instruments 

12.81% 

21 691 447 

38 860 019 

70 960 079 

131 511 544 



21 691 447 

38 860 019 

70 960 079 

131 511 544 








Description 

Average 

Effective 

Interest Rates 

Total 

brought 

forward 

3-5 

Years 

More than 

5 Years 

Total 

30-Jun-10 

Fixed Interest Rate Instruments 

30-Jun-09 

Fixed Interest Rate Instruments 

% 

11.89% 

12.81% 


R 

168 077 009 

R 

13 853 619 

R 

354 287 142 

172 356 514 

168 077 009 

13 853 619 

354 287 142 

131 511 544 

143 913 413 

23 971 777 

299 396 734 

131 511 544 

143 913 413 

23 971 777 

299 396 734 






The following table details the municipality’s expected maturity for its financial assets. The tables below have been drawn 
up based on the undiscounted contractual maturities of the financial assets including interest that will be earned on those 
assets except where the municipality anticipates that the cash flow will occur in a different period. 



Average 

6 Months 

6 - 12 

1-2 

Total 

Description 

Effective 




carried 


Interest Rates 

or less 

Months 

Years 

forward 


% 

R 

R 

R 

R 

30-Jun-10 






Variable Interest Rate Instruments 

9.90% 

5 500 000 

5 500 000 

11 825 000 

22 825 000 

Fixed Interest Rate Instruments 

13.50% 

7 560 

7 560 

7 560 

22 680 



5 507 560 

5 507 560 

11 832 560 

22 847 680 

30-Jun-09 






Variable Interest Rate Instruments 

9.90% 

4 250 000 

4 250 000 

9 200 000 

17 700 000 

Fixed Interest Rate Instruments 

13.50% 

7 560 

7 560 

0 

15 120 



4 257 560 

4 257 560 

9 200 000 

17 715 120 



ii iii 


Description 

Average 

Effective 

Interest Rates 

Total 

brought 

forward 

2-5 

Years 

More than 

5 Years 

Total 


% 

R 

R 

R 

R 

30-Jun-10 






Variable Interest Rate Instruments 

9.90% 

22 825 000 

- 

0 

22 825 000 

Fixed Interest Rate Instruments 

13.50% 

22 680 

7 560 

7 560 

37 800 



22 847 680 

7 560 

7 560 

22 862 800 

30-Jun-09 






Variable Interest Rate Instruments 

9.90% 

17 700 000 

8 900 000 

0 

26 600 000 

Fixed Interest Rate Instruments 

13.50% 

15 120 

- 

0 

15 120 



17 715 120 

8 900 000 

0 

26 615 120 


The municipality has access to financing facilities, the total unused amount which is R5 million at the balance sheet date. 
The municipality expects to meet its other obligations from operating cash flows and proceeds of maturing financial assets. 
The municipality expects to maintain its current debt to equity ratio. This will be achieved through the annual increase in 
tariffs to maintain the accumulated surplus , as well as the increased use of unsecured bank loan facilities. 
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47.10 Credit Risk Management 

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the 
municipality. 

Potential concentrations of credit risk consist mainly of fixed deposit investments, long-term debtors, consumer debtors, other 
debtors, short-term investment deposits and bank and cash balances. 

The Municipality manages credit risk in its borrowing and investing activities by only dealing with well-established financial 
institutions of high credit standing, and by spreading its exposure over a range of such institutions in accordance with its 
approved investment policies. Credit risk relating to consumer debtors is managed in accordance with the Municipality’s 
credit control and debt collection policy. The Municipality’s credit exposure is spread over a large number and wide variety of 
consumers and is not concentrated in any particular sector or geographical area. Adequate provision has been made for 
anticipated bad and doubtful debts. Additional information relating to the analysis of consumer debtors is given in the 
accounting policies and note 19 to the financial statements. 

The municipality does not have any significant credit risk exposure to any single counterparty or any group of counterparties 
having similar characteristics. The municipality defines counterparties as having similar characteristics if they are related 
entities. The credit risk on liquid funds is limited because the counterparties are banks with high credit-ratings . 


The carrying amount of financial assets recorded in the Annual Financial Statements, which is net of impairment losses, 
represents the municipality’s maximum exposure to credit risk without taking account of the value of any collateral obtained. 

The maximum credit and interest risk exposure in respect of the relevant financial instruments is as follows: 

Investments 
Long-term Receivables 
Consumer Debtors 
Other Debtors 
VAT receivable 
Bank and Cash Balances 

Maximum Credit and Interest Risk Exposure 
48 RETIREMENT BENEFIT IN FORM A TION 

The Municipality makes provision for post-retirement benefits to eligible Councillors and employees who belong to different 
pension schemes. These funds are governed by the Pension Funds Act and include both defined benefit and defined 
contribution schemes. 

The only obligation of the municipality with respect to the retirement benefit plans is to make the specified contributions. 
Where councillors / employees leave the plans prior to full vesting of the contributions, the contributions payable by the 
municipality are reduced by the amount of forfeited contributions. 

The total expense recognised in the Statement of Financial Performance of R22,507,157 (2009: R22,629,205) represents 
contributions payable to these plans by the municipality at rates specified in the rules of the plans. 

These schemes are subject to a tri-annual, bi-annual or annual actuarial valuation as set out hereunder. 

CAPE JOINT PENSION FUND 

The Cape Joint Pension Fund operates both as a defined benefit and defined contribution scheme. 

Defined Benefit Scheme 

The contribution rate payable is under the the defined benefit section is 27%, 9% by the members and 18% by their councils. 
The valuation disclosed an actuarial surplus of R182.733 million, with a funding level of 106.5%, and The fund was certified 
as being in a sound financial condition as at 30 June 2008 by the actuary. 

Defined Contribution Scheme 

The actuarial valuation report at 30 June 2008 indicated that the the defined contribution scheme of the fund is in a sound 
financial position, with a funding level of 103.3%. 

CAPE JOINT RETIREMENT FUND 

The contribution rate paid by the members (7.5%) and council (19.5%) is sufficient to fund the benefits accruing from the 
Fund in future. The actuary certified the fund as been in a sound financial condition as at 30 June 2008, with a surplus of 
R42.934 million, at a funding level of 112.2% 

SALA PENSION FUND 

The SALA Pension Fund operates both as a defined benefit and defined contribution scheme. 

The fund was 110% funded at the valuation date, 1 July 2007. The highest contribution rate paid by the members was 9% 
and by Council 18%. The main contributing factor to the improved funding level was the high fund returns during the period 1 
July 2006 to 1 July 2007. The employer contribution has increased by 2.5% to improve the solvency position of the fund. The 
next statutory valuation is performed every 3 years , being 30 June 2009. 

The trustees have subsequently agreed with the Financial Services Board on a revised scheme of arrangement. As part of 
the new scheme of arrangement, the fund's benefits have been restructured to ease the pressure on the required future 
service contribution rate. 

It is the actuary's opinion that the fund can be regarded as financially sound at the valuation date. 

MUNICIPAL COUNCILLORS' PENSION FUND 

The Municipal Councillors Pension Fund operates as a defined contribution scheme. The actuarial valuation of the fund was 
undertaken at 30 June 2006 and was reported to be in a sound financial position . The contribution rate paid by the members 
(13,75 %) and council (15 %) is sufficient to fund the benefits accruing from the fund in the future. The actuary certified the 
fund as a whole to be in a sound financial condition. The next statutory valuation is performed every 3 years , being 30 June 
2009. 


112 000 
6 611 785 
259 154 014 
17 601 080 
15 545 271 
190 600 981 


489 625 131 


112 000 
7 655 131 
209 932 278 
20 672 989 
10 087 604 
181 801 390 


430 261 391 


NATIONAL FUND FOR MUNICIPAL WORKERS 



DRAKENSTEIN MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 

The above mentioned fund is a defined contribution Fund and according to Regulation 2 of the Pension Funds Act no 24 of 
1956 exempt from the provisions of sections 9A and 16 of the Act. The contribution rate paid by the members (9.00 %) and 
council (18.00 %). 

The latest statutory valuation was done on 01 July 2007, and at this date the results state that the way the benefits are 
structured in the rules, the fund is limited to an amount equal to the accumulation of all the contributions plus investment 
returns less administration costs. The next statutory valuation is 3years , being 30 June 2010. 



DRAKENSTEIN MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 
SOUTH AFRICAN MUNICIPAL WORKERS UNION NATIONAL PROVIDENT FUND 

The SAMWU National Provident Fund is a defined contribution scheme. The contribution rate paid by the members (5%) and 
council (12%) is sufficient to fund the benefits accruing from the fund in the future. The last actuarial valuation of the fund 
was performed at 30 June 2005 and the fund was certified as being in a financially sound position. The next statutory 
valuation is due not later than 30 June 2008. 

49 CONTINGENT LIABILITY 
Nova Packhouse (Pty) Ltd 

Claim for damages 104 746 150 104 746 150 


The Municipality is being sued by Nova Packhouse (Pty) Ltd for losses suffered when a building was severely damaged by 
fire. Council is waiting for legal advice. A court date has not yet been set. Should Council be unsuccessful in defending the 
claim, there is a possibility that the claim will be settled. 


2010 2009 

R R 


Paarl Print 

Claim for damages 678 047 358 678 047 358 


Guarantees have been issued to various financial institutions on behalf of officials in respect of housing loans. This is 
partially covered by individual accumulated pensions depending on the years of service. Collateral investments were made in 
certain cases. The maximum amount of the guarentee in the event of the default is R 57 259 (2008: R57 259) 


Fire Fighting Services 

Claim for services renderred 1 287 012 1 287 012 

Fire Fighting charges incurred by Cape Winelnads District Municipality, on behalf of Drakenstein Municipality. 

49.2 Guarantees of employee housing loans 25 397 57 259 


Guarantees have been issued to various financial institutions on behalf of officials in respect of housing loans. This is 
partially covered by individual accumulated pensions depending on the years of service. Collateral investments were made in 
certain cases. The maximum amount of the guarentee in the event of the default is R 25 397 (2009: R57 259) 

49.3 Guarantees to Eskom for electricity supply to Saron 0 0 

Guarantee has been issued to Escom in respect of electricity supply to Saron 

50 FINANCIAL RISK MANAGEMENT 
Interest rate risk 

The Municipality is not exposed to interest rate risk on its financial liabilities. All of the Municipality's interest bearing external 
loan liabilities, as detailed in Appendix A, are fixed interest rate loans. Similarly with financial assets, the Municipality invests 
its surplus funds on fixed interest rate deposits with banks for fixed terms not exceeding one year. 

Liquidity risk 

The Municipality manages liquidity risk by effectively managing its working capital, capital expenditure, external borrowings 
and cash flows. Standby credit facilities are available with the Municipality’s main banker to cater for any unexpected 
temporary shortfall in operating funds. 

Credit risk 

The Municipality manages credit risk in its borrowing and investing activities by dealing with only A rated financial institutions 
and by spreading its exposure over a range of such institutions in accordance with its approved investment policies. Credit 
risk relating to consumer debtors is managed in accordance with the Municipality’s credit control and debt collection policy. 

The Municipality’s credit exposure is spread over a large number and wide variety of consumers and is not concentrated in 
any particular sector or geographical area. Adequate provision has been made for anticipated bad and doubtful debts. 

Additional information relating to the analysis of consumer debtors is given in paragraph 6 of the Chief Financial Officer’s 
report and in note 19 to the financial statements. 

Fair value interest rate risk 


The Municipality is exposed to fair value interest rate risk on its external loan liabilities which are all fixed interest rate loans. 

51 EVENTS AFTER REPORTING DATE 

No known events after reporting date has been identified. 

52 Comparison with the budget 


The comparison of the Municipality's actual financial performance with that budgeted is set out in Annexures E(l) and E(2). 
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2010 

R 


2009 

R 


53 BIOLOGICAL ASSETS 

Due to the fact that the plants are growing in a nature reserve and is protected by the natures conservation act ( Act no 19 of 
1974) a special permit must be obtained to harvest these seeds. The income on the selling of these seeds are accounted for 
under vote 465525054500. These plant grow wild and there is no input cost by the municipality in order to enhance the 
growth of these plants. 

No value can be placed on this biological assets due to the fact that the municipality cannot determine the quantity of plants. 
These plants produce seedlings on a yearly basis that can result in plants and the municipality cannot determine which are 
new seedlings, futhermore the plants can be destroyed by fire. It would also be impossible to determine the value of the 
plants due to the fact that they are in all different stages of growth. At this stage no proteas can be harvest as it takes 
between 3 to 6 years for proteas to form flowers again. 

54 REPORTING AGAINST THE FRAMEWORK FOR SCHEDULE 4 DORA ALLOCATIONS 


Submit project registrations and detail project implementation plans before the prescribed due dates. 
Department of provincial and Local Government is monitoring the overall programme implementation. 

Registerd MIG programmes for the 2009/2010 financial year 

Received 

Expenditure 

Closing Balance 

Drakenstein: New Street Lighting 

22 987 

22 987 

0 

Sportsgrounds Lighting 

810 277 

249 536 

560 741 

PMU: Municipal Infrastructure Grant 

301 480 

299 744 

1736 

Bulk Gravity Outfall Sewer (Paarl South) 

2 415 911 

2 415 911 

0 

Upgrading to Paarl WWTW & WWTW Strategy 

10 901 845 

10 901 845 

0 

11 ML Newton Reservoir 

1 054 075 

1 054 075 

0 

Newton: Water Pipeline 

186 368 

186 368 

0 

Water Treatment Works (Paarl Mountain) 

5 756 712 

5 756 712 

0 

Simondium: Upgrade of Bulk Water Supply 

89 345 

89 345 

0 

Refer to totals in AFS Appendix F 

21 539 000 

20 976 523 

562 477 



APPENDIX A 

DRAKENSTEIN MUNICIPALITY : SCHEDULE OF EXTERNAL LOANS AS AT 30 JUNE 2010 






Balance at 

Received 

Capitalised 

Redeemed/ 

Balance at 





30 June 

during 

during 

written off 

30 June 

EXTERNAL LOANS 

Interest 

Loan 

Redeemable 

2009 

the period 

the period 

during the 

2010 


Rate 

Number 

Date 




period 






R 

R 

R 

R 

R 

ANNUITY AND OTHER LOANS 









DBSA 

13.68% 

101633/1 

2012 

9 573 355 

0 

0 

2 780 329 

6 793 026 

DBSA 

10.74% 

100618/3 

2011 

1 093 812 

0 

0 

518 310 

575 502 

DBSA 

10.80% 

100618/4 

2014 

13 569 435 

0 

0 

2 175 780 

11 393 655 

DBSA 

10.54% 

100618 

2018 

61 628 587 

0 

0 

3 717 958 

57 910 629 

INCA 

16.95% 

PAAR- 00-0001 

2009 

1 460 817 

0 

0 

1 460 817 

-0 

ABSA BANK 

16.14% 

30-0599-8845 

2010 

2 405 260 

0 

0 

2 405 262 

-2 

ABSA BANK 

15.00% 

30-0828-5982 

2011 

1 286 450 

0 

0 

457 954 

828 496 

ABSA BANK 

14.21% 

30-0868-2071 

2012 

2 242 837 

0 

0 

644 878 

1 597 959 

NEDBANK 

12.65% 

497-935-400-00 

2018 

92 911 051 

0 

0 

6 018 869 

86 892 182 

NEDBANK 

10.62% 

783-103-0646 

2015 

0 

6 585 000 

0 

0 

6 585 000 

STANDARD BANK 

10.25% 

072-154-314 

2017 

0 

29 810 729 

0 

0 

29 810 729 

STANDARD BANK 

10.40% 

072-154-411 

2020 

0 

48 604 271 

0 

0 

48 604 271 

Total Annuity Loans and Other 




186 171 604 

85 000 000 

0 

20 180 157 

250 991 447 










TOTAL EXTERNAL LOANS 




186 171 604 

85 000 000 

0 

20 180 157 

250 991 447 


















